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PREFACE 

TtuB book of exercises in accounting is the result of work by 
the authors extending over several years in collecting and pre- 
paring problems and exercises of an intermediate grade which 
would provide the instructor of accounting with a variety of 
laboratory material of a practical and teachable character. It 
should be understood that the book is essentially a compilation 
of problems and exercises illustrated by model statements of 
various types, rather than a presentation of accounting theory. 
It is, therefore, intended to be used in conjunction with a text 
on accounting theory or to supplement the instructor's own 
lectures on the subject. The work is adapted to second year 
students or to those even further advanced in their accounting 
course. It is divided into two parts. 

Part I consists of more than forty model forms of financial 
statements and reports with comments and interpretations. 
These serve the purpose of familiariziDg the student with forma 
of statements and reports adaptable to representative busi- 
nesses and institutions, and at the same time they aim to present 
within certain limits the standardized practice in form and 
arrangement of such statements. The published balance sheets 
of representative industrial concerns of this country and Great 
Britain which are reproduced should broaden the horizon of the 
student, add to his knowledge of accounts and accounting terms, 
and serve to develop his power to interpret statements from the 
point of view of the business executive, banker, and investor. 

Part II consists of some four hundred problems and questions 
in accounting theory classified and arranged to correspond to 
the topics in accounting which would as a general practice 
receive consideration in the intermediate state of the student's 
work. Much more care and thought have been given to the 
selection of these problems than is apparent on the surface. 
Many of them are original problems developed from the authors' 
experiences in accountii:^ work, but the majority are taken from 
C. P. A. examinations given by different states and from the 
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examinationB of the American Institute of Accountants. 
Only Buch C. P. A, problems have been selected as have real 
merit. Many of the problems have been revised for the purpose 
of making them teachable and clearer of interpretation. The 
purpose in the main has been to select problems which combine a 
maximum of benefit with a minimum of clerical work. 

While many collections of problems have been published, the 
authors believe that this is the fii^t time that any serious thought 
has been given to the pedagogy of such laboratory material. 
Not only have the problems been carefully classified and graded, 
but a feature of the work which should be much appreciated by 
all instructors is the notes and comments which accompany 
most of the problems. These comments call attention to the 
major points of the problem, state the nature and the purpose 
of the problem, the principles involved in its solution, reading 
references where necessary, and helpful hints and suggestions to 
assist the student in arrivii^ at an intelligent and finished solu- 
tion of the problem. Throughout Part II cross references are 
made to the model forms in Part I, which combined with the 
proper guidance by the instructor, should develop and uLaintain 
a high standard of accountii^ technique. 

A serious effort has been made to have both student and in- 
structor realize that the solution of a problem is of consequence 
not merely for its own sake, but of far greater importance for 
the training thus provided in making a practical application of 
the principles involved in the problem. The solution thus be- 
comes nothing more than a concise, well-planned, and readable 
presentation of a certain phase of accounting theory. The 
student should thus acquire much more than a mere "knack" or 
skill in solving problems. Every problem should be looked upon 
as an actual "case" given to him for his careful consideration 
and opinion, with the result of his thought and study presented 
in proper technical form, and reflecting in as high degree possible 
bis mature and export judgment. 

It is beheved that the instructor will find it impossible to 
make use of all the problems under each topic in a one year 
course. Accordingly, the assignments from year to year may be 
varied to a considerable degree, thereby overcoming the dangers 
that result from assigning identical problems to successive classes, 
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PREFACE vu 

The carefully compiled bibliography at the cloee of each 
section of the book should prove of great help to the student 
who wishes to make an extended study of a particular topic. 
The AuthObs 
Boston, Mass. 
Jvly 1, 19H 
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INTRODUCTION 



FORM AND ARRANGEMENT OP 
FINANCIAL STATEMENTS 

Importance of Technique. — Financial statements are the most 
formal documents in accowiting, and should, therefore, be pre- 
pared with the greatest degree of accuracy and understanding. 
They may be said to bear the same relation to other phases of 
accounting as an engraved invitation does to ordinary social 
correspondence . 

The entire accounting system should be arranged with a view 
to gathering all the information that may be required in the 
preparation of the financial statements. All other processes in 
accounting are merely the meaua to an end. The end to be 
sou^t is the presentation through readable and comprehensive 
reports or statements of the results of business operations and a 
clear and accurate statement of financial condition. Poor ar- 
rai^ment and carelessness in the preparation of financial state- 
ments usually give the impression that the books of account 
have likewise been kept in a careless and unmethodical manner. 

One extreme in regard to form and arrangement, as applied to 
financial statements, is to throw together a mass of figures and 
facts in a careless fashion without regard to logical arrangement. 
Such figm'es are accordingly more or less unintelligible, and give 
no definite information as to details. The other extreme is to 
prepare the statements in such a technical manner that none 
except those skilled in accounts can read them intelligently. 

As a happy medium the facts should be presented in a formal 
and logical order, but with all items well defined and completely 
stated, and with the facts presented in proper sequence. The 
terms should be expUcit and the figures accurate. While con- 
taining no uxmecessary words, they should be so complete that 
the layman will not be left in doubt as to the meaning of the 
various items. Such work is distinctly constructive in its nature 
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4 ACCOUNTINO PROBLEMS: INTERMEDIATE 

and requires imagination, an analytical turn of mind, and the 
ability to think clearly and to see things from the other person's 
point of view. Good technique requires attention to punctua- 
tion, indentations, capitalization, and abbreviations. 

Grouping of Itema. — All items of like nature should be grouped 
under appropriate headings so that proper comparison and analy- 
sis of the financial facts presented may be made. All items and 
totals should be properly defined. 

Punctuation. — ^Little punctuation is necessary in financial state- 
ments because of the grouping and indentations. The principal 
marks used are the comma, dash, eemi-colon, and parentheses. 
The comma is used in the customary way for the punctuation 
of dates, explanatory clauses, etc. 

It is recommended that the dash be used after such words as 
"Less" and "Deduct" when followed by other words on the 
same line. 

The colon is used after all group headings, the items of which 
appear in tabulated form under such headings. 

The parentheses are used to inclose all words and phrases of 
an explanatory nature such as "cost," "book value," etc., used 
after certain assets in the Balance Sheet. 

The dollar mark should not be used when figures appear in 
ruled columns but should appear at the head of all unruled 
columns, and should be repeated when the column is broken 
by a single or double line. This applies only to pen-written 
work on ordinary ruled sheets, and not to typewritten work 
where the dollar mark appears in all columns. 

Indentations. — The various indentations are for the piu*pose of 
indicating the connection between items and groups of items, and 
should be given close attention in order that the statement may 
be more easily read. They should follow as closely as possible 
the ordinary rules for tabulation of financial facts, the main 
thing being to make the indentations uniform. 

Capitalization. — Practice in the use of capitals should be con- 
sistent. One method is to capitalize all words in each item 
except the articles, prepositions, and conjunctions. Another 
method is to capitalize only the first word of each item. 

Abbreviations. — There should be no abbreviations except in 
extreme cases. Ditto marks should never appear tn a financial 
statement. 
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FINANCIAL STATEMENTS AND REPORTS 5 

Divisions of the Financial Statement — In the field of account- 
ing worl£ covered in these exercises we need rec<^;mze only the 
following divisions of financial statements: 

Balance Sheet with supporting schedules, known as Ebchibit A. 

Profit and Loss Statement with supporting schedules, known aa 
Exhibit B. 

Statement of Cost of Goods Sold (for manufacturers only), 
known as Extiibit C. 

Sundry other statements are used from time to time, but 
they are usually subsidiary to the above named statements. 

Form of Balance Sheet. — The most common forms of Balance 
Sheet are known as the Report or Statement form, and the 
Account or Technical form. The former is known as a one- 
page or "running" form, the assets appearii^ at the top, fol- 
lowed by the Uabilitics and capital. It should be used only 
when the number of items is small and the entire statement, 
can be placed on a single page without crowding. 

The account form, known as the two-page or technical form, 
is used when the number of items is large, the assets being placed 
to the left, and the liabilities and capital to the right. All other 
forms of Balance Sheets are variations of these two forms. 
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FINANCIAL STATEMENTS AND REPORTS 7 

Conunsnts. — Mr. Duim conducta a wholesale jabbiag businessi He 
owDa B six-etory building, ueing the basement and first two fioore for his 
business and renting the upper floors. 

"Maintenance of Real Estate" includes taxes, insuruice, repairs to 
building, depreciation, heat and light, janitor and helpers, etc., and b to 
be charged as an operating expense in lieu of rent. 

Freight and hauling inward on merchandise purchases is considered a part 
of the cost of goods purchased, and the proper portion thereof is inoluded 
in the cost of goods on hand, both at the beginning and at the end of the year. 
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ACCOUNTING PROBLEMS: INTERMEDIATE 
Form L— Baluica Sheet (Report Fona). 



GEORGE W. DUNN 



Balance Sheet — Decemlier 31, 1921 



Current Aaeeta: 



Cash 




S S 630 00 




Accounts Ii«eeivab1e 




224 296 00 




Notes Receivable 




22 600 00 




Merchandise on Hand (cost) 




185 820 00 




Accrued Items: 








Interest on Notes Receivable 




654 00 


$439 000 00 


Fixed Aseete: 








Real Estate (book value) 




S 7fl 640 00 




Store Fixtures (book value) 




14 416 00 






(book 






value) 




2 760 00 


93 716 00 


Deferred CharRea to Operations: 






Advertisine Matter on Hand 




S 0S6 00 




Interest Prepaid on Notes Payable Dis- 






counted 




1 350 00 




Taxes Pr^>aid 




890 00 




Insurance Prepaid 




175 00 


3 371 00 


Total Assets 


nd Cap 




$536 087 00 


Liabilities a 


(al 




Current Liabilities: 








Accounts Payable 




$ S4 264 00 




Notes Payable 




50 000 00 




Accrued Items: 








Interest on Notes Payable S 


460 00 






Interest on Mortnage Pay- 








able 


800 00 


1 260 00 


$135 524 00 










Mortgage Payable 






70 000 00 


Total Liabilities 






$205 524 00 


GeorRB W. Dunn's Capital: 








Balance, December 31, 1920 




S27S 000 00 




Add— Net Profit tor the Year 








(See Exhibit B) $71 


163 00 






Less— Drawings for the Year 15 


600 00 


55 563 00 


330 563 00 


Total Liabilities and Capital 




IS36 087 00 
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FINANCIAL STATEMENTS AND REPORTS g 

Fonn 1 — ^Balance Sheet. — Thu form illiutrates the manner of Betting up 
the report tonn of balance sheet for a single proprietorship. Attention is 
called to the following points in this statement: 

Btading. — This appears on three lines, the first of which contains the 
name of the proprietor, the second, the words "Exhibit A," and the third, 
the titie and date of statement. Each item should be properly centered and 
aU words underlined. The words "Exhibit A" may appear at the bottom 
of the page if the balance sheet forms a part of a report which ia bound at 
the top instead of the left side. The date should always be as of the close 
of the fiscal period. 

Grovping.—Thio two main sections sre headed "Assets" and 'Tiabilities 
and Capital" reepectirely. The subheadings under the "Assete" section are 
"Current Assets," "Fiied Aaaets," and "Deferred Charges to Operations." 
The latter should always be shown as the last subheading in the "Assets" group. 
In this form, current assets appear first. Either current assets or fixed 
Bssets may ^pear 6rst, depending upon the purpose for which the balance 
sheet ia to be used, and the total amount of the respective groups. The 
current assets usually appear first when the statement is submitted for 
credit purposes. If the amount of the fixed assets is very large as compared 
with current assets, then the "Fixed Assets" group may be shown first. 

The "Liabilities and Capital" section is eubdivided into the following 
groups: "Current Liabilitiea," "Fixed Liabilities," and "Capital." The 
capital should always appear as the last group under the "Liabilities" 
section, while either fixed liabilities or current liabilities may appear first, 
dspending upon the manner in which the assets are shown. If current 
assets are shown first, then current Utilities must be shown first, and vice 

The words "book value" after each of the items under the "Fixed Assets" 
group indicate that whatever depreciation has been set aside has been 
credited to the asset account, and, therefore, the amounts represent the coat 
of the assete less the depreciation and not the original cost 

Underlining.— Aii main headings and subheadings are underlined. This 
ia done for emphasis and to make the statement more readable, especially 
when pen-written. In typewritten statements capitalization of items may 
serve the same purpose as underlining. Each item that touches the left- 
hand margin should be underlined, the "Total Assets" and "Total Lia- 
bilities and Capital" being underlined with a double line to correspond with 
the double ruling under the total figures. 

Punctuatiim. — Commas are used to punctuate the date in the heading 
' and the capital section. The period is not necessary in the heading, but 
may be used if desired. 

The colon is used after each of the subheadings and, the term "Accrued 
Items" under the current assets and current liabilities. 

The dash is used to separate the title of the statement and the date, and 
kfter the words "Add" and "Less" in the capital section. 

Parentheses are used for such explanatory words as "cost," "book value," 
and "See Exhibit B," the latter referring to the profit and loss statement. 

The dollar sign appears at the top of each column in typewritten work. 
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10 ACCOUNTING PROBLEMS: INTERMEDIATE 

and it repeated when the eolumii u broken by ruling. When ruled columivB 
an uaed, the dollar signs are omitted, eepecially for pen work. 

IndtntatioTu. — There are but two indentatiana— one for the main it«ma 
under the subheads, and another for the itema of similar character under 
subheads such ae "Accrued Itema" under "Current Asaeta" and "Accrued 
Items" under "Current Uabilitiea." Care should be taken to keep in 
dentations uniform. 
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FoBH n. — Proflt and Lon Statemmt (R*pmt Fotin). 
GEORGE W. DUNN 



Exhibit B 






Profit tmd Low Statament for Year Ending December 31, 1921 


Gro» Sales 




•862 076 00 




Lem— Returna and Allowances 




17 273 00 




Net Sales 






»834 802 00 


Deduct^-Co«t of Oooda Sold: 








Inventory, December 31, 1B20 




$210 276 00 




Grose Purchases S64g 


120 00 






Lees — Returns and 








AUowances S 


670 00 










640 460 00 




Freight and Hauling Inward 




4 036 00 




Total Coat of Goods 




S8M 760 00 






1921 


185 820 00 


668 940 00 


Gross Profit on Sales 






»166 862 00 


Deduct — Operating Expenses: 




S18 460 00 




Store Clerks' Salaries 




Advertising 




21 607 00 








18 644 00 




Traveling Expenses 




13 720 00 




Office Oerks' Salaries 




6 488 00 




Maintenance of Real Estate 




4 260 00 




Freight and Hauling Outward 




2 060 00 




Office Expenses 




1 780 00 








1 616 00 


88 536 00 


Net Trading Profit 




$77 327 00 


Add— Other Income: 









Discount on Purchases 

Interest on Notes Receivable 1 307 00 

Interest on Bank Balances 79 00 6 276 00 

Total Income $83 603 00 

Deduct — Other Expenses: 

Interest on Notes Payable $5 746 00 

Interest on Mortgage Payable 4 200 00 

Discounte on Sales 2 495 00 12 440 00 

Net Profit for the Year (See Exhibit A) $71 163 00 
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12 ACCOUNTING PROBLEMS: INTERMEDIATE 

Form n — Profit and LoM StatsmenL — This form illustrates a form of 
profit and loss statemeDt in common tiae for a trading buainccB — in this 
intrtance, for a single proprietorahip. Attention is directed to the following 
details concerning this form of statement: 

Heading. — The heading appears in three linea, as in the balance sheet. 
The profit and lose statement is usually designated as "Elxhibit B." The 
name of the firm appears on the first line, "Exhibit B" appears on the second 
line, and the third line is used for the title and designation of period covered 
by the statement. The latter should show not merely the date of the state- 
ment, but should state specifically the entire period covered. 

Orvuping. — This statement is divided into four main sections: (1) the 
Sales and Cost of Sales section, known as the Trading section; (2) the 
Operating Expense section; (3} the Other Income section; (4) Other Ex- 
penses section. They should appear in the order shown in Form II, unless 
the statement shows a loss from operations instead of net income from 
operations, in which case the "Other Expense" group should be added to Loss 
from Operations, giving a total loss. From this should be deducted Other 
Income, giving the net profit or net loss for the period. The Trading 
section should include all items that have to do directly with Uie cost and 
sales of merchandise. Freight In is usually added to cost of goods. If, 
however, no portion of freight is included in the cost of goods on hand at the 
beginning and at the end of the year, this item should be ^own as operating 
expense (See Form VII). Trading details such as returns, allowances, et«., 
should be shown when available. Freight Out is usually shown as a Belling 
expense, but may be deducted from sales if it is the custom to prepay all 
transportation charges and fix a uniform selling price which includes cost 
of delivery to all points. This is the exception rather than the rule, because 
of the wide variation in freight charges to various delivery points. Sales 
and purchase discounts are sometimes shown ss deductions from sales and 
purchases respectively, but are here shown as Other Expenses and Other 
Income. Trade discounts which are not ' conditional upon payment of 
accounts within a specified time but depend upon quantity purchases or 
sales, etc., should be shown as deductions in the Trading section. Cash 
discounts, on the other hand, should be handled in the same manner as 
interest collected or paid, upon the theory that they are a charge or income 
of the period when the accounts are paid, and are not of the period when 
the sale or purchase took place. 

UitderliniTig. — Attention is called to the fact that all items that touch 
the left-hand margin are underhned. The subheadings, Cost of Goods 
Sold, Operating Expenses, Other Income, and Other Expenses, are also 
underlined. The words "Deduct" and "Add," preceding these group 
headings, are never underlined. In some instances, these words are omitted 
entirely. The purpose of the underline is to make the important items 
stand out, thus enabling the reader to find them more readily. 

Puneiiiatum. — The rules regarding punctuation are similar to those sug- 
gested for the Balance Sheet, the colon being used after each group heading 
and the dash after the words Less, Add, and Deduct. 



)vGoo'^lc 



FINANCIAL STATEMENTS AND REPORTS 13 

Indeniationt. — Two main indentationB are made following the ordioary 
rules for tabulation. It is important that the leftrhand margin be kept 
straight, and that Uie indentatioui be uniform and sot too wide. 

VariaHon in Form ofCoit of Oooda Sold Section. — Instead of starting with 
the iaventory at the beginning of the period and then adding the net pui- 
chsses and freight to find the total cost of all goods, and then deducting 
inventory at the end of period to find cost of goods sold, the net purcbases 
are added to the freight to find total coat of purchases for period. To this 
figure will be added the deortase in inventory at the close o( the period as 
compared with that on hand in the beginning. Under this plan dtcreate 
in inventory is added, while increaae in inventory is deducted, the result in 
either case being cost of goods sold. Under this plan the items in Form II 
would appear as follows: 

Deduct — Cost of Goods Sold : 
Gross Purchases $649 120 00 

Less — Returns and Allowances 8 670 00 

Net Purchases I&40 450 00 

Add — Freight and Hauling Inward 4 035 00 

Total Cost of Purchased for Year S644 485 00 

Add — Decrease in Inventory: 
Inventory, December 31, 

1920 1210 276 00 
Inventory, December 31, 

1921 1S5 820 00 24 465 00 

Cost of Goods Sold $668 940 00 

CCataifieation of Expenses. — In this particular statement no attempt is 
made to classify operating expenses, except that the larger items are shown 
first. The same order has been followed in grouping the other income and 
expense items. There are three common methods of setting up the operating 



(1) They may be shown in detail with larger items first, as shown in Form 
II. 

(2} They may be shown in detail by pvuping under subheads of Selling, 
etc. When this form is used, the details are shown short, with group totals 
in inside column. (See Form X.) 

(3) They may be departmentiied, and only totals for each shown in 
profit and loss statements, the details being shown in supporting schedules 
Whm the last method is used the items would appear as foUows: 

r«duct — Operating Expenses : 

Selling Expenses (See Schedule 2} $76 007 

General Administration (See Schedule 3) 12 528 

«S8 S35 

Operating Expenses include all those ordinary expense items necessaiy 
for the operation of the business and those common to all other concerns in 
the same line of business. Such expense, deducted from gross profit, shows 
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14 ACCOUNTING PROBLEMS: INTERMEDIATE 

profit from the r^ul&r operationa of the buainen before bUdwu^ for the 
coat of obtainiiiK capital with which to operate the busiiiem or any unusual 
chargee beyond the control of the management. Such items appear under 
the Other £xi)enBefl group and in this statement are represented by int«t«et 
on notes and mortgages and discount on sales, all of which are financial 
[terns. Loss on bad debts is usually shown under this group as well ss dona- 
tions and other unusual expenses. 

Other Income items represent those sources of income other than from 
the regular trading operations of the businen. They include income de- 
rived from financial operations such as interest and discount received and 
any other income aside from the ordinary trading iocome accounts. In this 
statement they include interest oollacted on notes and bank balances and 
discounte on purchaaee. 
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VoKM HL — Clotiiic Bntrlet. 
GEORGE W. DUNN 
CloMg Eatriea— December 31, 1921 

117 araoo 



4 OSS oo 

To Vrtitbt ud HuHna luwiinl 4 OSS 00 

To doBB tha Bust o( IraJaht and tunlioa inward on Uv 



310 3TE 00 

[nvutorr 210 37S 00 

To ekH sort at lood* SB buid 13/31/30 into tfac Punhuaa 



■ AM 040 00 

■oPunhuM aes MO OO 

To doH tha mt of aoodt (old dorinc Iha y««i ioto tlw 
aakaaooouDt: 

larmtiiry 12/31/20 S210 373 00 

Qna PunihaMi tMS 130 OO 

1 1» nntiimi B 870 00 640 430 00 

FMcfct and HauUna InwanI 4 0S5 OP 



Baiw lefi sea OO 

To Profit and LoB IBS 863 00 

To doaa tba ciOM profit on wlw lot tbt jmi Into Profit 



Lcn— C<at ol looda aoU 
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ACCOUNTING PROBLEMS: INTERMEDIATE 
Cloai ngEnt riBa— Dec emb er 31, 1921 (Concluded) 



DiKOUDtoonPunhuM 




M SOOOO 












iDtarat on Buk BiIuoM 




79 00 




To Profit nd L« 






<e 270 00 






or 




the yxir ioto Froat Md Lon kddc 


UDt. 

-31— 






Profit uidLoM 




8Bfi3S0O 




To Ston Cleiki' aakiio 






IS 400 00 


AdvartLtiiic 






SI 007 00 


Tnnliiw S*l<a»«D-> SdHiM 






18 MOO 


Ttnvelinc EuMDHB 






13 720 00 


OfBo, Clwk.' SJirit* 






« 48S0Q 








4 200 00 


Fnicht Bod Hkulins Outmrd 






z oao 00 


Offio, Exptisg. 






1 780 00 


Ston Bupplia Uted 






1 610 00 








for the yaw into Profit «nd L™ 


Kcount. 






FnfttandLoa 




13 440 00 




To Idhnrt on NoUi PayaUt 






B74fiOO 










Di«»ont on Sato 








To nloaa the ■noounU ^B^ll^^ 








tor the jreiir into Profit ud Lea 









To tnnifa the net profit tor the yur to Oeorte W, Dun 
Current tocouot. 

—31— 
Georfe W, Dunn. Current 
Oeorte W. Dunn, CnirftBl 

To trmnifa to OeM«e W. Dunn'e Capital account ' 
credit balanee of hi* Current amount, beinc the net addit 
lor the yc«r to hia o^tal inveetment. 
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Fonn m — Cloaiiig BntriM. — Thu illuatrates the method of cloeing the 
nominal accounts in the ledger at the close of the fiscal period. The trading 
items are closed through Purchases account. An alternate method would 
be to close these items through a Trading account. The items for the 
ckwiiig entries are taken directly from the Profit and Loss Statement 
(Form II). 

As a general rule the entries should be made in the order in which they 
appear on the statement. There are a number of variations in the method 
of cloeing the ledger, but the method used in Form III has the adyantage 
of banc logical, complete, and easily understood. 
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MODEL EJ EERaSS U 

Knandal Statements For A Partnersh^ 

HALL AND MARVIN 

Trial Balance — June 30, 1922 



Cm)) 

Aeoounti RMdvabls 

Notts Rmivmbla 

iBventoi;, Deoembw 31. 1031 (mt) 

Mcirtci«e Pvd>la 

Aeoounti P^tbia 

NotMPnynbla 

C. B. Mu-rin, SklHy Auonuit 



R«Mrva [or Depnciation et Purnitun uid f^ituna 
Rnam for Lr« on Bkd AcwounW Bod Nota Rooriviibla 
H, B. Hall, CmpiUl 
H. B. Hull, Dnwiov 
C. B. HwviD, Capital 
C. R. Uirvin, Dnwincm 



•fiSDOOOO 




B7 em 00 




E820 00 




7682** 




IB 731 40 








M 300 70 






ISO 000 OD 




840 03 




SOOOOO 




210 00 








I T6O0O 




leo ao 






1 800 00 






30 000 00 


*7O8 00 






82 087 10 


ss 311 eo 




1 BS4 H 




I lOT U 




s see 73 




1 290 SI 




1 687 10 




436 00 






130 34 


2sseo 




S7B 00 






480 73 


372 03 




.233 8« 07 


"''SiOB? 



Fraiabt, EiprsM, vid C*rta«g Inmid 
TnTelinc EipcDHa 
Stduifa und Wikcs 
D«liv0y ExpeTUC 
OffinEipiDKa 

iDtereM on Notw Ruednbl* 
lDtan« on Kattm PtyiUlt 
iDtenM on Moct«iic> Paynbla 
Cuh DucouBt on PurcbucB 
Cwh DiHounti on Balca 



C«t of merehudlM on hud Jun« 30, 1022, I2fi.710.40. 

Required : 

(a) Adjusting journal entries in complete form 

(b) Working sheet; 

(c) Profit and loss statement 

(d) Balance sheet 

(e) Closing entries. 

Commsnto. — The firai of Hall and Marvin conducts a wholesale and 
letail hardware buaineas, owning its own real estate. 

By the terms of the partnership agreement, profits and losses are shared 
two-thirds to Mr. Hall and one-third to Mr. Marvin. Mr. Marvin, who acts 
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8B general mimageT, is allowed a salary of S260.O0 a month, which is 
consideTed aa an expeaae of operating the busmew; profits not withdrawn 
by the partoen are not considered b, part of their capital investments, 
but an credited to the partners' Drawing accoimtB, and may be withdrawn 
by tbe partnera at their convenience. On December 81, 1921, Mr. Ball's 
Drawing account contained a credit balance of $3,629.40. Mr. Marvin's 
Drawing account bad no balance. 

fVeight, express, and cartage inward on merchandise purchases is not con- 
sidered a part of the cost of goods purchased. The stock is v^y varied, 
and to distribute properly the cost of fnight and carting among the numer- 
ous commodities would be difficult and unsatisfactory. 

During the six months ending June 30, 1922, the Sales account has been 
credited for S86,108.89 representing gross sales, and debited for 93,421.70 
repTMcnting sales returns and allowance. The Purchases account has been 
debited for 157,529.46, groes purchases, and credited for $4,207.86, purchase 
returns and allowances. 

In order that the results of the period may be correctly shown, the follow- 
ing items require adjustment: 

Unexpired insurance as of June 30 $S60 00 

Taxes accrued to June 30 102 50 

Interest accrued on interest bearing notes receivable to June 30 24 00 

Interest accrued on interest bearing notes payable to June 30 75 00 

There are office supplies on hand which cost 150 89 

Depreciation on the building is figured at the rate of 2% per annum; 

on the furniture and fixtures at 10% per annum. 
It is desired to set aside out of the profits for the period a further 
reserve for loss on bad accounts and notes receivable amount- 
ing to |i% of the net sales. 
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Form IV. — Adjwtinc Joninal Eotriu. 

HALL AND MARVIN 

AdjuBting Entriea, June 30, 1922 



Aocned InurcM on Noto lUocinU* 



luipired Inaumin 

Tn brina onto tha book! u u ■■ 



(No. 8> 



To biinc onto tbe book* the inUnM uHnxd 
to dkto on iutonM btulnf BOt« raoeinldi: 
J. A. Bhon-i not* of lO/lE/31, »00, 

S BUM. IS dara at t% Ol SB 

B. C. Cnin'a not* of 4/S/Sa. taSO. 

9 ao*. 27 tUn M 6% 3 3S 

ToUl, u *t>OT<. S24 SO 



iwt oa Notts Pnyabta 

.t«n« Acerucd on Not«i Pqvbia 

To brine onto tba booka tha intanM ■ 
to data on intanat bsarinc notaa pajvbla: 

Nota of 4/1 /33 favor Pint Mat1 Baok, 
•0,000, BO day! at S% 



(No, « 



ID Hand 



Dffvedation of Buildjiic (F 

Raaorra lor Depredalion of Buildinc 

EMinwtsI dcpndation on Uia buUd- 
inc tor th* aU montha ewUnc a/aO/32. 
lUured on eoat {t3T,B00} at tba iBle of 
2% per annum 



Depredation of Furniture and FlTtur«a ( 

~ ema\i for Depredation of Pumiturc and Fl 

Eatimatad dcprsdation on furniture 

Ukd fliMm for the A% montlia endinc 

e/30/23. Hcured on ooat (SS,a20) at 

tha rata of 10% per annum 



Loaa on B»l Aooouota ai 


Id NoMa Receinbia (No. 8) 




Bad 










To let ande froi 


n thi< 


proflU of tbe 


period H% of tbe 




lea to provide 


tor future Imm* o 


hu 










,no»yf82,flS7.19 


M13 


*A. ai above 
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Fonn IV — AdjnstiiiK Journal Entries. — It becomes neceasary at the end 
of each fioca) period to make certain corrections or adjuatmentB Id the ac- 
counts in order to bring the books into agreement with facts as they actually 
exist. If the books aie to be closed, these entries should be eQt«Ted in the 
journal in regular form as shown in Form IV. It is essential that the par- 
ticuUrs for these entries be very complete. From the journal, the entries 
are posted to the ledger, from which an adjusted trial balance is then taken. 
If a working sheet is used, the adjusting entries are posted to the "Adjust- 
ments" column of same as shown in Form V. When monthly statementa 
are desired and the books are to be closed annually, the adjustments may 
be omitted from the journal and may be shown only in the "Adjustments" 
column of the working sheet. It is considered better practice even in that 
case to write them out in proper form on loose paper before entering on 
working sheet so that proper explanations may be placed on record. The 
entries should be numbered on the working sheet to correspond with those 
in the journal. 
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Posh V. — WorUag 

HALL A ND 

Woridng Sheet— Six Montha ' Pwiod, 



C. R. Mirrin. SaWj 

Kman fir Dqndaliin tl Biu1diB( 

Racrre For Dffmeutkii of Funltun 



C. B. litnia, Coital 
Om R. Hwin. Dnvinp 
SklM (RMam U.431.n» 
riiiiiliMin (Bituru HM7M) 



ntoMt m NoU> RHdnbla 
Elvot on NoM PinUe 
nUTHt on MirtcifE PijnUe 



Cwb KngunU cB Suhi 
Tub 

AOBIHlTklM 



Dainditioa of BuUiSiic 
Depneulkm of Funiitan tad Fiitana 
Lqa «i BkI AcxoudU ukI NoM 
Rtainblt 



Sim DO 

no 
7na 

1 700 00 

WW 
WDOOOO 

won 

ta 187 
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Sh«»t (12 Coltunns). 

MA RVIN 

December 31, 1921, to June 3i 



AdiinH>dT>»IB4k» 


T«ii« 


Profit (DdLo- 


B^«S.«. 1 


DMU 


a«iu 


D*U 


Cr«iiu 


Eip-M 


_U5™. 


A-t. 


UibOitial 


tiooa 


00 






















33 000 


00 


' 




37 KM 


00 






















37 600 








sm 


00 






















6gS0 








TWl 


u 






















7M! 


63 






3S7S1 


40 






























m 


00 






















730 








M Ml 




asooo 

9 840 

7 876 
1041 

WOOO 


10 

00 

34 

00 


24 260 


73 


2J7I0 


40 










IS 710 


40 


31000 
0840 
6000 

683 

80 000 


00 
10 

00 

24 
00 


1«W 


00 


30 000 


DO 


















6 408 


^ 


3810 

30 000 


00 


ITU 


00 


s: ts7 


10 


3 411 


m 


H log 


» 










*~^ 


00 








w 






S7S20 


M 


4207 


M 


















1104 


» 






























1 107 


40 














1(07 


40 














II 3M 


n 














0360 


72 














law 
































1 at 
















1«« 
















ITS 


00 


I«0 


M 










173 


00 


100 


M 












n 
















DO 














8TS 


DO 


in 


" 










B7S 
371 


DO 


480 


73 










MO 


M 






















380 


DO 






102 


SO 


103 


w 










101 


K 










102 


BO 


M 


00 


7* 


n 


















" 


90 




00 


UO 


BO 






















160 


SO 






xa 


DO 
















00 














m 


DO 














Ml 


00 














113 


u 




iT 


30 gU 








413 


(4 


30 313 


H 










04 10! 


u 


134 lOi 


















































ilBoa; 


IL 


IIOOW 




11 4U 


H 






E> 


II 


8 177 


H 




























1 




Mim 




4 133 


SI 










1 






31 402 


«|.,« 


m 


180 813 


iTIlM 813 


22 
















1 
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Form V— Working Sheet — This form iUustratea an ordinuy twehre- 
eolumn working sheet. The woTking sheet ia not a part of the finftnuiiii 
statement properly spealdng, but is lued for onalyting the trial balanoe and 
making adjiutment^ preparatory to setting up tho balance sheet and profit 
and loss statement in proper form. If the books are to be eloaed, its only 
purpoae is to prove the arithmetical results of the statements before setting 
them up. If the books are not to be closed, the working sheet is almost 
indispensable for making adjustments, analysis of the ledger, etc. 

There is no fixed form of working sheet. The details vary according 
to the wishes of the individual preparing the some. The form shown here- 
with contains the essentials as adopted by the beat accountants. 

Attention is called to the handling of the inventory accounts. The 
merchandise items are handled through a trading account in the ledger; 
therefore, trading columns are used in the working sheet. The old inven- 
tory, 924,260.75, ia charged to trading, while the new inventory, (25,710.40, 
is credited to trading and set up as an asset, thus keeping the equihbrium 
of the accounts. The details concerning sales and purchases are also 
inserted in the trading columns so as to be at hand in preparing the profit 
and lose statement. 

The problem states specifically that freight inward on merchandise pur- 
chases is not considered a part of the cost of goods purchased. This item 
is accordingly shown as an expense in the working sheet and appears as an 
operating expense in the profit and loss statement (Form VII). When 
freight is considered as a part of the cost of goods, which ia the usual custom, 
it should be shown in the debit trading column of the working sheet and in 
the cost of goods sold section of the profit and loss statement. 
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Form VL— Balance Sheet — Variation of Report Form. 

HALL AND MARVIN 

Balance Sheet, June 30, 1922 



IahKodm) 
Buiidiu (oocO 
Lem—Stienafia 

■ituia ud f 

Cigreni A] 
Cuban 

I. 

ud Notea Rscwvabla 

Not«Rec«nble 
td 

Dtlani Chwaei to ftoat and Lmi ; 



Nat«i Reouvftbld 
Aconiad Intsnrt on 
MorchuidiM on Hai 



Ll»bimi« nnd Net Wocth 



Ftod LUbUitiM: 



Ae«ounU Pny>bla 

NotaPHi£k 

Aomed iDUnM oc Nola Piysbla 

AssruedTuca 

Due C. R. Muvln on Sduy AosouDt 

ToUl Unbilitial 



•3 639 40 

B 277 M 

•11 eOT 04 

B 49Sl40 



C. R. M»r 



C^UI Invs 

"eduet— Dn. ^, _., 

1631, to Jiina 30. IDZ2 14 TDS 00 

LsH— Ons-thud Not Profit for 8ii 

Month* Endinc June 30, 1922 4 I3S 82 

TofI LitbilitJM and ^ 
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26 ACCOVNTINQ PROBLEMS: INTERMEDIATE 

Form TI — BalcncB Sheet. — This form repreaents the rqioit form of bal- 
ance iheet as adapted to the accounts of a partnership. 

The reserves are shown as deductions from the correlative saaeta. Balance 
due partner on salary account is shown as a current liability. 

Specialattentioniacalled to the "Capital" aection. Each partner's capital 
is set up separately showing details as to inreatments, drawings, and share 
of pro&ta for the current period. 

The term "net worth" is used here instead of "capital." While theae 
tonus are used synonymously, "net worth" would seem to be more appro- 
priate in a partnerehip, while "capital" would be the better term for a cor- 
poration. Either may be uaed for sdngle proprietorship. 
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FINANCIAL STATEMENTS AND REPORTS 

Foui VH. — Profit tnd Lon Statement — ^Report Foim. 

HALL AND MARVIN 

Exhibit B 

Profit and Low Statement for Six Monthe Ending June 30, 1922 

GroaaSalea t86 IDS S9 

LeBB — Returns and Allowancea 3 421 70 

NatSalBH SS2 68! 

Deduct— Coflt of Gooda Sold: 

Goods on hand, December 31, 1921 (24 260 76 

GroBS Purchases $57 529 46 

Leas — Returns and Allowances 4 207 86 

Net Purchases 53 321 60 

Total Coat of Goods S77 582 35 

Leas — Goods on hand, June 30, 1922 
Gross Trading Profit 

Deduct — Operating Expenses: 

Freight, Express and Cartage Inward 

Traveling Expenses 

Salaries and Wages 

Delivery Expenses 

Office Expenses 

Taxes 

Insurance 

Depreciation of Buildings 

Depreciation of Furniture and Fixtures 
Net Trading Profi t 

Add — Other Income Items: 
Interest on Notes Receivable 
Cash Discount on Purchases 
Total Income 

Deduct — Other Expense Items: 
Interest on Not«6 Payable 
Interest on Mortgage Payable 
Cash Discount on Sales 
Loss on Bad Debts and Accounts Receivable 
Net Profit for the E^riod 



>12 416 46 $12 416 46 



25 710 40 


61 871 96 




S30 815 24 


$ 1 924 34 




2 107 40 




9 369 72 




1 290 81 




1 436 21 




102 60 




175 00 




375 00 




291 00 


17 071 98 




913 743 26 


S 160 84 




486 72 


647 66 




S14 390 82 


$ 313 90 




875 00 




372 02 




413 44 


1 974 36 




112 416 46 


$ 8 277 64 




4 138 82 
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28 ACCOVNTINO PROBLEMS: INTERMEDIATE 

toTBL Vn — Profit and Lou St&tamMit — Rept^ Fonn. — This form preeenta 
little that is new. The chief point of difference between this form as used 
for a partnerebip and that for a single proprietorship is the manner of show- 
ing the diviaion of profits. 

Attention hu already been called to the fact that Freight, Expren and 
Cartage Inward is shown as an operating expense rather than as an addition 
to the cost of goods. Depreciation chargea are considered as operating 
expenses while Loss on Bad Debts is shown under Other Expense Items. 
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FINANCIAL STATEMENTS AND REPORTS 

Sous Vm. — Ctodnc JoiuiMl BntrlM. 

HALL AND MARVTW 

Cloaing Entriea, June 30, 1922 






d 12/31/31 psr iiiTaD(«T 



PtnbMM 

Nat punhuH for ill moDtlu enUna 0/30/32 



£3 331 
82 087 



Nat mlm for lii moDtlu eitdiu S/30/23 



Inventory 

"^dlB* 

Qoodi on huid 0/30/22 per Inventny 



i^tr to Pndt anil Low wcount tlu 
w for tin di Dk^S^wliDa e/aa/2s 



ProAtudLow 
n«lcht.£ 



md Cvtxe lamrd 



Depncution o[ BuiMins 
DofHwiBtioD of F^irnitura uul El 
Td tnnfer to PmSt uid L 






ProStuidLcH 
Intend DD NotM Payabla 
'--— - — *lort«M» P»y»UB 
lU rabies 

' Mid Nats tUnlTBbl* 



FroattadLoB 
H. fi. Halt, Dravinff 
C. It. Mwin, Dnwiiua 

To truufsr to ths partiun' dnwlD(i w 

oounti U» net profit for the ili moatlu CDdinc 
0/30/32 in ths proportjoa of two-thirds to 
U. fi. Hsll and onMUrd to C. R. Marrin 



34 200 
S3 331 
S3 0S7 



Form vm — Closing Jounul Entries. — This form preaents the method of 
cloeing the merchandise items through a Trading account instead of through 
Purchases as shown in Form III. No accounts were carried with Sales and 
Purchases Ketums in this problem, so-those items are already in the Sales 
and Purchases accounts, and no closing entries are necessary to place them 
there. Aside from the method of handling trading items, the method of 
closing is similar to that shown in Form III. 
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ACCOVNTINQ PROBLEMS: INTERMEDIATE 



Balance Sheet. 



BuiUiap <o(irt) 

Law— RcMns for D«pr*ei>Uoa 

H&lfA DcDartmotit Furniture uid Hxlurt 

(Mrt) 
La* — Roam tor DspndaUDn 



14 soom 

•» 300 01 
2 730 01 

U 000 O 



Total OuWdo Inve 
Curwnt Aw»U; 



Cuh (in buiu uid at offina) 



8t«k— CoimnoB 
Nota Reeeivabla 
MtrchuiduB oD Hud (ewt) 
Lin — Raaervc lor Adjuitment 

of loTCDtory VUiu* 

OSm SiipidiBg on Huid 

Total Cumnt AneU 
tTiaid Itjiia: 



1 200 00 8 OSS « 



sioo eaow 
a soo « 



Borid DkHouut and EipenHn UQcitia^uuhed 
Or^niHtion Enpenwa UnaitiDcuiihfld 

Total Del<md Charm to Profit and l/am 



Total Awta 
Nora—There are in the tnaaiu; % 



■ r'"! 
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FINANCIAL 3TATBMBNTS AND REPORTS 



Accooiit Form — Corporation. 
8TREETER COMPANY 



Total Cumnt liibUitis 
Capital Stonk—ComitiiiB. Buh«cribed md Do- 



amatA — 300 ah»rf 
Total LiaiiilUg 
C»liitaiatoi*r 



Lubilltin ukI Capital 

nnded Dalit: 

Flva Pit Cut Flnt Mortcaca Sinkinc Fund 
Boada— Due January 1. 10a«— Authol- 
iiad iHua IIOO/NOJX): 

LsM — Ratilad thmu^ ginkina Fund 
Ba Per Cent Datkentute Boada, Doa July I, 
Total Fusdad Dd>t 



Od BwMi Per Cant PrafeiTad Bto* <SH% 
■gmi-annuaL due July &, 11122) ft SOD 00 

On ConUDoo Stock (4% lami-annual. doa 
Juh> 15, 1623} 7 000 00 

Aooufld Itama, mcludinc inlenat, wa^ea aod 



Seven Par Cent Preferred — Anthoriiad Iiaua 
tlOO Shara. P» ainn- 
Full Paid and b 



Par 1100: 
Full Paid and iHued, 2000 Slum: 

In Handi of Stockboldeia, 17B0 Bham (178 000 00 



Total Capital Stock 
Capi tal Donated — tPWaeeda oi 
imon atoek fron 



Appropfiatad flu rplua' 
HeeerVK fii^ Fedeial Tai (1622) 
Rcaarra for Sinking Fund RequiremanU 

Balame, Deeetnbsr 31, IKl (30 380 07 

Add— Net Income, Bii Montha 

Endioc June 30, 1B22, per 

n_.. „j . — a... • 21 023 67 tSZ 6 



Profit and Loaa Btatemem 
Laaa ■ Raeerre for Federal 
eoma Tax 11023) 
DiTidenda Dacland: 
On Praterrad 
BUok (8M% 
acmi-eDnuali t3 SOO 00 
On Common 
Btoek (4% 
aemi-annual) 7 000 00 



Total Capital 

Total LiablUUee and Capital 



D 00 



10 «)ODC 

10 727 N 



000 00 UO OOOWl 



by the incotporatise fm- the pi 



H of ralMinc adiUtional wkina caplUL 
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32 ACCOVNTmO PROBLEMS: INTERMEDIATE 

Ponn IZ — Baluce Sh««t — ^Accotut Form— Corpontioa. — ^This form 
illustntes the method of setting up the account or two-page form of state- 
ment commonly used when the items are so numerous as not to go on a 
single page. It has the advantage of setting the various asset and liability 
groups opposite each other for comparative purposes. 

Id this form, valuation reservee are shown as deductions from correlative 
assets, while the capital reaerves (in this instance Reeerve for Sinking Fund 
and Keserve for Federal Income Tax) are shown in the capital section as 
appropriated Surplus. 

Attention is also called to the method of showing treasury stock donated 
as a footnote. In this form, surplus is analysed in the balance sheet itself. 
F^requently the net amount only is shown, the details being set forth in a 
supporting statement. 

The method of tiMiHling Federal income taxes should be carefully noted. 
The Federal income taxes item under current liabilities represents the unpaid 
installments on 1031 tazM, bill for which was rendered on March 15, 1922. 
The estimated tax for 1922 to June 30 is set up in the form of a reserve. 
This item appears as a deduction from net income for the six months ending 
June 30, 1922, and also as a reserve item under appropriated surplus. It 
will be carried thus until the actual liability is ascertained, when it will be 
carried as a current liability. 
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FINANCIAL STATEMENTS AND REPORTS S 

FosH Z. — Prodt and Lom Statonent— Vuiatioii in Report Form. 

THE HARMON-STREETER COMPANY 

Profit and Losa Statement for the Six Months EndipR June 30, 1922 



Dedurt— Cort of Ooodt BM : 

InveDtory. Deounbar 31, 1S3I |lSi 982 38 

Net PuT^iHa: 
OioB PurctuHa IMD 837 40 

Lav— Retuiu uid AUow- 
■noBi IB aeo 39 BBl 667 01 

Piocht mad Hmuliiic iDvud 6 629 M 1742 36S 89 

L«i»-InT«.(or7. June 30, 1922 16 820 60 BSl 838 89 

Otow Profit on H*l« Ijgj ^37 Ql 

Dedurt—O penitim EtpeniM; 



Tuei and iMunmo* on Stook 1 286 60 

Tans ud InnmDoa on SaJci DefMVtmant 

FnrnitiUB uid Fixturea 160 84 



.-reand Flitune TAfi 00 

Praportioii of EnMBM of BuUdiiia Mbid- 
tmuce (76%) 11 446 S7 



^zcfl uid Ineurmiu)* «x Office Rmitore 

Mid Flxtona 
DatKeoatian of Offioe FurnltutB uid Fti- 



•37 863 00 
II 273 46 
1 781 BO 

110 7S 

46S 00 

Proportion of Eipeme of Boildliic Msin- 
laiUDM (36%) 3 816 83 

Net Openttliiii Ineome 
Add — Other Income ; 

iDOOmeon Banuitice Owned 
latertrt on Note* Receivable 
Cash Diaoount* on Purchaao 
Profit on Snia of Seeuntita 
Totnllneoma 

Deduet— Other ChKtMi 
Intenat on Funded Debt 
latccorton Notea Paynbte 



Bond Diioount and Ei»n*ea n 
OitanliaUoD Eip tinea written 



Leaa trnm Sale i^ Liberty Loan Booda 
Net Income bafoce providina lor FadenI Ineoma Tai 
■ ^ " il Ineome Tue* (or 1923 



Deduct — Surphia Ch»f»eai 
Dividanda Declared 
Provirion f o SinluDc Fund 
Burphia. June 30, 1922 
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34 ACCOUNTING PROBLEMS: INTERMEDIATE 

tona X— Profit and Lon Stetanant— Report Ponn.— This Btatement, 
nhile uaed for a corporation, )M«Ktit8 very little that ia new. The itema are 
somewhat more numerous. 

Attention is called to the method of showing Surplus at the end of the 
statement. The net profit available as surplus for Uie period is added to 
surplus on haitd at beginning of period and from this is deducted the appro- 
priations of surplus, the result being surplus on hand at the cloee of tbe 
period. This servee as an analysis of surplus, the details of which may then 
be omitted from the balance sheet if desired. Attention is also called to 
slight differences in terminology and to new accounts introduced especially 
in "Other Income" and "Other Chaises" groupe. 

The method of showing provision for Federal Income Taxea aa a separate 
deduction should receive q>ecial attention. 
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FINANCIAL STATEMENTS AND REPORTS 

n>SH XI. — doang Joonul Bntiieg — Corpontum. 

THE HARMON-STREETER COMPANY 

Clowng Entriea, June 30, 1922 



'o Bala Return* un) AUonooa 



« aiDd »UainuMisa Iw the li 



To Fral^t and HBuUiHlawwd 
To ckae into tbe Furcha»a 



Com ot aooda on hukd June 30, 1022 



Net Sdo. sa *bov< 
Oat of Oooik Sold 



of Booda Bold for the be 
enrUng June 30. 1022: 
• — 12/31/21 (ISI 962 3S 



ehuH tseo S27 10 

Lstt—Re- 

turne and 

kUoniuH IS 200 39 I 

JVei^t >ih1 hauliDA jnwbnl 



Coat (^ Goods Sold, u Bbove »5S1 B 

Ciwt of Qooda Sold 



•734 46S ao 



months endins June 30, 
NetKia 
Len-CoM of nle( 

OroM Frost, u above f 182 fl27 01 
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ACCOUNTING PROBLEMS: INTERMEDIATE 
Closing Entriea, June 30, 1922-Concluded 



lotanot on NoM Beoeinkbls 



woua inaonw for (h* ^ mi 

■0 30. 1922 




BuildiDcMui 

Oflke EqienM uid SupplHg 

Tun uid Inaurukae on Offlos Furniture 

Ddt^v^atioti at Offifn T\irtutur« ukd Fbl- 

To ola« into Pr>6C and Lon u 

for then 



« Ju» 30, Kit 



[■roSt udLoM 
To Intcrot on Funded Debt 
IMtnM oa Nota Preble 
Cadi DiBounIa on Bella 
PremlumB OB RedeeOHd Booda 
Bond Diaeount and ExDenwa Wri 



I^ OD Bad Aeoouate 



. Fona XI — Cloalag JonnuJ Entriu — Corporation. — The method used 
in handling trading items is similar to that employed in Form III. The 
eKpense items are handled in the same manner. The only difference is the 
method of handling Profit and Loss. This account is closed into Surplus 
in the case of a corporatioo. 
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FINANCIAL STATEMENTS AND REPORTS 37 

MODEL EXERCISE m 
Knancifll Statements for a Manufacturing Corporation 
MODEL MANUFACTURING COMPANY 
Trial Balance— December 31, 1922 
Land and Buildings SllO 800 00 

Machinery 30 670 00 

Power Plant Equipmeat 19 600 00 

Shafting and Belting 2 600 00 

Furniture and Fixtures 4 SOO 00 

Goodwill 25 000 00 

Securities Owned 15 000 00 

Cash in Banks fl 280 50 

Imprest Cash Fund 300 00 

AccountB Receivable 47 260 00 

Notes Receivable 3 000 00 

Advances to Salesmen SOO 00 

Accrued Interest on Notes Receivable 60 00 

Raw Materials (On hand — December 31, 1921, 

S6,800; gross purchases, S95,600) 102 400 00 

Manufacturing (Goods in process, Dec. 31, 1021) 10 360 00 
Finished Goods, December 31, 1S21 46 700 00 

Factory Supplies on Hand 200 00 

Office Supplies on Hand 160 00 

Taxes Paid in Advance 400 00 

Insurance Paid in Advance 360 00 

Interest on Notes Payable Paid in Advance 75 00 

Legal Expenses Deferred 2 600 00 

Capital Stock — Preferred (750 diares, par 

value SlOO) $76 000 00 

Capital Stock — Common (1000 shares, par 

value $100) 100 000 00 

Surplus 14 250 00 

Real Estate Mortgage Assumed in Purchase ' 

of property 60 000 00 

Accounts Payable 26 600 00 

Notes Payable S 000 00 

Aocrued Intereet on Mortgage Payable 1 SOO 00 

Accrued Interest on Notes Payable 62 50 

Accrued Salaries and Wages 780 00 

Accrued Expenses 250 00 

Reserve for Depreciation of Buildings 16 700 00 

Reserve for Depreciation of Factory Machinery 

and Equipment 9 100 00 

Reserve for Depreciation of Furniture and Fixtures 600 00 

Reserve for Loss on Bad Debts 9 2S0 00 
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38 ACCOVNTINQ PROBLEMS: INTERMEDIATE 

Trial Balance— December 31, 1922 — Concluded 

Sales of Finuhed Goods 

Sales Returns and Allowances 

Purchase Betuma and AllowaDcea 

Freight and Hauling Inward 

Direct Labor 

Superintendence 

Fuel Used 

Salaries of Engineer ajid Firemen 

Taxes and Insurance on Factory Buildings 

Depreciation of Factory Buildings 

Taxes and Insurance of Factory Machinery and 

Equipment 937 50 

Depreciation of Factory Machinery and Equipment 2 600 00 
Repairs to Factory Machinery and Equipment 800 00 





1239 909 00 


M 260 40 






1 720 00 


1 620 00 




64 620 00 




S »40 30 




2 600 00 




3 680 20 




1 S62 SO 




2 289 40 





Factory Office Salaries and Expenses 


3 580 66 




Advertising 


5 000 00 




Salaries of Salesmen 


10 660 00 




Traveling Eipenses 


6 780 30 




Delivery Expenses 


2 684 00 




General Office Salaries and Expenses 


10 294 60 




Taxes and Insurance on Office Building 


300 00 




Depreciation of Office Building 


864 00 




Interest on Notes Receivable 




280 88 


Income on Securities Owned 




180 00 


Interest on Mortgage Payable 


1 800 00 




InterMt on Notes Payable 


289 00 




Loss on Bad Debts 


1 564 00 






900 00 






1557 412 35 


»557 412 36 


Inventories, December 31, 1922: 






Raw Materials S7 100 00 






Goods in Process 12 900 00 






Finished Goods 44 800 00 







Note: During the year, dividends amounting to 7% on the preferred 
stock and 6% on the common stock have been declared and paid. 

Form Xn — Balance Shset — Aceotmt Form. — This form illustrates an 
arrangement of the balance sheet for a manufacturing corporation. Prop- 
erty or Capital Assets are shown first on the asset side while Capital Lia- 
bilities including Capital Stock are shown first on the liability side. This is 
on the theory that Capital Stock is a fixed liability and as such should be 
placed opposite fixed assets. An abjection to this arrangement isthat it di- 
vides the net worth of the corporation inasmuch as Capital Stock is shown 
as the first and Surplus as the last item on the liability aide. Another 
objection is that Capital Stock is a proprietorship item and as such cannot 
be a fixed liability in the sense that obligations to outsiders are liabilities. 
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FINANCIAL STATEMENTS AND REPORTS 
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40 ACCOUNTING PROBLEMS: INTERMEDIATE 

FORU Zm.— Prcdt mud Lom Statement— Report Fonn— HanofBcturiiig. 
MODEL MANUFACTURING COMPANY 



E ihi bitB 
Profit and Low Statement for tbo Yea 

W«t S«lw td M«nuf>ct<ired Good*; 
Onma$it» 

LeM — R«tHiiM md AUomDota 
)e<luat — Coat of Maonlteturad 



Ending December 31, 1922 



Good»8old; 
On Hsud, I 
Cat of Qooik Muufutuml Dur 

ins tha Yeap— See Exhibit C 



Ua TOO 00 
171 170 SS 



Deliveiv EipeOMa 

GenaraJ Offioe Salanta uid Ei- 

Tam Mtd Inauraiuw dd Offlee 

BuUdiiv 
DepreoiatioD of Offios Buildizic 

Nat OpcraHuc PnBt 

Add — EttranBOiu Iiwhm Item* : 
iDtereat on Notw Rcceivabia 
iDcoDke on Sfloujitua Ownod 

Total laemne 



•10 294 SO 
300 00 



Deduct — EriTMtoui Ehh- mb rt«ina: 
iBteKtt on Mortoce Payabla 
Intemt an NoXtm Payabla 
Loa OQ Bad Debts 
Leml EipcnMfl Eitinguiihtd 

Nat Profit 



I 

Form XIU — Kofit and Lou Statement — Report Form — Haauf acturinj; — 
ThiB form illuBtfEites a type of operating statement used for a maniifacturmi; 
corporation. Aside from a sljgrit rearrangement of items and some changes 
in teminology, this statement differs very little in form from those already 
presented. 

The details of the cost of goods manufactured are usually shown in a 
separate statement known as Exhibit C and are so indicated in this form. 
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FINANCIAL STATEMENTS AND REPORTS 

FDUl XIV.— Statement of Cost of Goodg Huiiifactured. 

MODEL MANUFACTURING COMPANY 

Exhibit C 

Statement Showing Cost of Gooda Manufactured 

For the Year Ending December 31, 1922 



Net 

Onm 

Lot— Returna *Dd 
AUowanoM 
Fnicht UK) HauliDc I 
Deduct— On 



Tu«e Bud iDBunon on Fitctocy BuUdlnti 
DepreciBtion o[ Futory Buildmgi 



Deptecistioa of MkcEunary md Equips 
R«tMin to Machinoy uid £quiiiineiit 
Faotory OfBea Solaris iwd Eiqwruei 
ToUl Mmnufacturing Chafe* 



Deduct— Good* in Ptow. DeeambCT 31. IBM 
Net CMt of Goode ManufMtur«d 



Form ZIV — Statement of Cost of Goods Uanufactured. — This form 
contains the details of the cost of goods manufactured, the result or net cost 
of goods manufactured only being transferred to the Cost of Goods Sold 
section of the Profit and Loss statement. 

The items are grouped under three heads: Raw Materials Used, Direct 
Labor, and Manufacturing Expenses, the total representing the manu- 
facturing char^ for the period. To this must be added Goods in Process 
at the beginning of the period, and from the total deducted Goods in Process 
at the close of the penod to find net cost of goods manufactured. An alter- 
native arrangement of items is shown in Form XVI. 
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42 ACCOUNTING PROBLEMS: INTERMEDIATE 

FOBH ZV. — Closing Joontal Bntriei for ■ Huufacturini Compaoj. 

MODEL MANUFACTURING COMPANY 

CloBJDg Entriea, December 31, 192 2 



lUw MktwialB 

EMclit uid tu 



b for tbs r—r endiiic 13/31 /22 



To Raw MatorUb 

Coat of raw mabrvlfl used in ihb 
Inc^orUKynr^cndinc 12/31/22: _ 



Tr^S^'i 



fad haulinc inwjvd 



tl02 300 00 



Tub and tmnan on FtM/ry Bnildiaia 

Daimdation <■( Fuetoiy BuiUina 

Tub and Imiimiioa on MuEinny imd 



Faotoiy OSoe SBlario and Ein 
Msnufactuiinc npeoai ' 
ina la/31/22 



tlS4 070 53 
"■ 12 900 00 



m ud allowsnca lor 
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PlNANCtAL STATEMENTS ANb REPOSTS 43 

Cloaing Entries, December 31, 1922 — Concluded 



of FiDubed Ooodi 

ToFlnubal Ooodi 

Cnt of floiibsd soodt Mid 
for Uh y(u cndint 12/31/22: 
Oa bund, 12/31/31 : 

Manufaatuied durins tha 



S21T 870 as 
44 BOO 00 

1173 070 65 



Salts of Fioiabed Goodi 
To Profit and Loa 

Gram profit on •ala ol 
ished foods for the year cr 
ins 12/31/22; 
Netii' - 



To Profit and Los 

Eitruneoui iuooms Itenu for tfae year tut 

inc 12/31/22 

Profit and Loa 

aalaria o^SaleuMO 

TYSTelinaEipenH 

D^TBry Eipeuea 

OenenJOfllce Salarica and EipenHa 

Taua and loBimnce on OBloe Buildin« 



tadint 12/31/22 
To Intcregt oi 



H for 



in Mortnn Pajrabla 

jn Not«n>yiibb 

LoMon Bad Debta 
Legal Erponan EitlniuUbed 
Extraneous expense it«nia for th 
inc 12/31/22 



Profit aod Loaa 
To Surplus 

Net profit for the yea 
Omas profit on nki 

Factured ^oods 



Less— Bdlins ai 



< 12/31/22: 
W2 S7S C 
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44 ACCOVNTINO PROBLEMS: INTERMEDIATE 

Supporting Schedules for Financial Statementa 
FORU XVL— Aiuljais of Cut of Goods UanufactnrmL 
THE OAKS MANUFACTURING COMPANY 
Exhibit B— Schedule I 
Analyaia of Cost of Goods Manufaetuted for Year Entling June 31 
Gooda in Procew, June 30, 1921 
Raw Materials Used: 



InventoTy, June 30, 1921 
GroBB Purchases 

Leas — Returns 
Net Purchasea 
Freight and Hauling In 
Total Coat of Material 

Deduct— Inventory, June 80, 1922 

Direct Labor 

Manufacturii^ Expenaea : 
Factory Superintendence 
Factory Office Salaries and Wages 
Purchase Department Expenses 
Power, Heat, and Light 
R«paira to Factory Building 
Depreciation of Factory Building 
Depreciation of Machinery 
Taxes on Factory Property 
Fire and Liability Insurance 
Experimental Deputment Expense 
General Factory Office Expense 

Total Fa ctory Cost 

Deduct — Goods in Process, June 30, 1922 
Sales of Waste and Scrap 

Net Cost of Goods Manufactured (See Exhibit B) 
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Form XVI — AnalTsis of Cost of Goods Manuf&ctiired. — This form illus- 
trates another method of showing factory operations where the classifica- 
tion of factory expenses is carried out in considerable detail and where it is 
desired to show the details regarding nmteriala used. Instead of inserting 
such details in the profit and loss statement, a separate statement is set 
up, the result of which is inserted in that statement. This statement should 
contain all expenses applicable to the cost of making the product. They may 
be summarized under four heads: Goodn in Process, Raw Materials Used, 
Direct Labor, and Manufacturing Expenses. 

The order of arrangement of the main items as sbowD in Form XVI 
is a logical one, starting as it does with Goods in Process at the b^inning 
of the period under review. An alternate arrangement would be to start 
with Raw Materials Used and then add Direct Labor and Manufacturing 
Expenses to find the factory charge for the period (See Form XIV). To 
this item, add decrease or deduct increase in value of Goods in Process at 
close of period. 

Care should be taken that no element of administrative, selling, or finan- 
cial expense is included in this stat«ment or that any manufacturing element 
is omitted. 
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Fosu XVn. — Analysifl ol Cost tA Goods Sold— DepsrtmeiiUL 

THE CRALEY FURNITURE COMPANY 

Exhibit B— Schedule I 









J^T*^ 


Groa 

PufCbMO 


■iSKiS.' 


Pimhuet 


D«™!lfel 


Cgrt(4 
OoodaSidd 


Cuptd ud Run 


Hi 

8 ]S7tt3 


traoTsr 


140 00 
390 00 

110 00 


HSH J7 

f 20SS7 
41W3S 


t4«4U (0 
1IS0CS2 


tl« ITS 71 

1 07S 41 


TaUk 


tl2a 417 A3 


tl»U6U 


tl U« » SM RST U 


tUS SIB 13 


tnns4t 



NoTB. — Id ■ daputnwnUI busiDcH it h inDonvenlent to liMludg the datula o( mat of 
■•lodi void in tbs Profit Bnil lam Statsment. couaqucntly > aapanlc itslcmentkiKiwa u 
EiUbit B— Sohadute I ia Kt up u abown above. In Uua ■iKUment the fint column of 6(- 
un*. npnHntiDc the invenduy on band U th« besintuaa of the poind, addad to tbe lounh 
eolumn. Net Purchaaea, Icaa oolumn flvs, Invcatnry at the cloae of tba period, will five tba 
fl(una in the aiith cotiunD. Coat of Gooib Sold. After all itema hare been eitended to the 
Coot of Oooda 8oU) oolumD the vertical oolunma ate added and totala an proved with tba 

nnmely.footiuc of the fint oalumn plua the tootina of the fourth oohimn minua the footliw ol 
the Utb oohuDD muit wiual the footlna at Ibe laat o^iunn, I33,83a.44. 
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Foui XVm.— And;^ of Operatiiig Bicpoiiaos. 

THE COPIJIY MANUFACTURING COMPANY 



Exhibit B— Schedule II 






Analyeis of Operating Expenses for the Month of Jaauair, 1922 


SeUing Expenses: 






Rent of Offices 


S 80000 




Rent of Warehouse 


175 00 




Salaries and Wagea 


2 460 00 




Traveling Expenaea 


750 00 




Advertising 


1 SCO 00 




Stationery and Postage 


62W 




Office Supplies 


M20 




Telephone and Telegrams 


22 00 






9« 




Depreciation of Store Fixtures 


142 70 




Taxes on Stock in Store 


175 00 




Insurance on Stock 


95 00 




Total 




te SIS 90 


Shipping and Delivery Expenses: 






Office Salaries and Wages 


1 650 00 




Salaries of Chauffeurs 


210 00 




Tirea 


450 00 




Storage 


110 00 




Insurance on Trucks 


8 00 




Depreciation of Trucks 


150 00 




Repairs to Trucks 


82 00 




Gasoline and Oil 


72 20 




Stationery and Postage 


42 60 




Supplies 


12 60 




Depreciation of Office Equipment 


2 60 






12 40 




Total 




1 802 20 


General Administrative Expenses: 






Rent of Offices 


S 250 00 




Office Salaries 


1 250 00 




Office Salaries and Wages 


428 60 




Directors' Fees 


20 00 




Stationery and Postage 


148 2S 




Office Supplies 


30 00 




Telephone and Telegrams 


12 50 






26 W 




Corporate Franchise Tax 


75 90 




Miscellaneous Office Expense 


32 DO 




Total 




2 273 68 


Total OperatinK Expenses (See Exhibit B) 




»10 S!)l 75 
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Fonn XVni— AnalfsU of Operating Expenses. — This form illuBtratw 
the method of exhibiting an analysis of operating expenses where a con- 
densed form of profit end loaa atstement is used. It furnishes very valuable 
information to the management for administrative purposes. 
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FOKH XIX.~Aiialj*ia of Surplna. 

ANALYSIS OF SURPLUS ACCOUNT. DECEMBER 31, 1819 



Add— Met Profit for the year ended December 31, 1919 17 304 813 33 
Premium Received on sole of 150,000 ahues of addi- 

tionAl Preferred Stock iuued 387 OOQ 00 

Total S61 686 736 98 

Deduct— 7% Divideud on PN^erred 
Stock (f's 28 to 31 inclusive) for 
the year ended December 31, 1919 2 247 000 00 
4% Dividend on Common Stock ) 
fB 16 to 19 incl.) paid during 1919 2 400 000 00 

Reduction of Preferred Stock pur- 
chased from cost to par 77 778 46 

Additional Appropriation for Pension 

Fund 100 000 00 

Income and War Ezceee Profits Taxes 
paid during the year, applicable to 

1918 earnings S BBS 912 47 10 383 690 98 

Net Balance of Surplus. December 31, 1910 141 203 046 05 



Form HZ — AnalTds of Surplus. — This form illustrates a method of 
aQalyzing and reconciling the Surplus account, wheu it is not desired to shov 
details, either as an addition to the Profit and Loss statement or in the Capital 
section of the Balance Sheet. The object is to account in detail for the dif- 
ference between the balance of Surplus at the beginning of the period and 
the balance at the cloee of the period after dosing. 
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ACCOUNTING PROBLEMS: INTERMEDIATE 

' Special FonnB ol Financial Statementa 

Foui Zn.— Coadeiu«d Balanca Sheet 

AMERICAN INTERNATIONAL CORPORATION 

General Balance Sheet, Dccembwr 31, IB- 



Current Aaaeto: 
Cub tl 638 888 73 

Coll Loans 100 000 00 

InventoriM of MerohuidiM 7 474 399 78 

Accounta Receivable 3 394 493 26 

Intereot Accrued Receivable 128 811 74 

$12 636 S93 SI 
Lesa — Branch Office aod Inter<!om- 

pany Caah in Transit 219 654 34 12 416 939 17 

Other AaMto 1 557 OOP 57 

Total >43 861 703 35 

LiabDitiee and Capital 

Capital Stock: 

Preferred Stock— 10,000 share* (less 
500 shares held in Treasury} 60% 
paid 9 570 000 00 

Common Stock — 190,000 shares, 60% 

paid 29 400 OOP 00 829 970 000 00 

Notes and Accounte Payable 6 364 390 47 

Reserves ■ 1 783 902 63 

Surplus 5 743 410 25 

Total $43 861 703 35 

NoT>— Than were Contincent Liatnlitica lansitiai MtO,041.U od aoBouBt o[ liklnliCiM 
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Form ZUL — Coadensed Income Accotmt 

AMERICAN INTERNATIONAL CORPORATION 

Smnmary of ConaolidKted Ineome and Profit & Low for the Year ended 
December 31, 19 — 

Income from Intereet and Dividenda S2 4S8 319 37 

GroM Earnings from OperaUona 6 388 227 97 $7 8« M7 34 

Deduct: 
iQtenat S 260 403 40 

Domestic and Foreign Taxee 876 300 53 

Othw Expenses 2 993 455 18 4 130 168 I I 

NetEarningB S3 716 379 23 

Surplus at beginning of ^rear 3 507 513 34 

Surplus Balances of Companiea Acquired during the year *438 769 OQ 

Groas Surplus |7 662 661 57 

Profit and Loss Charges: 

Dividends SI 817 336 00 

Miscellaneous Chafes and Adjustments 

(Net) 101 926 32 1 919 251 32 

Surplus at end of year SS 743 410 25 
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FoBH UllL— Com 

THE BOSTON DRY 
Comparative BtJance Sh 



Tnieki, Wiftni uiil HiTKB 



moooN 

I3« TMIH 
1I291M 



Totm] Red En>t« mid Equip- 



ToU Sakiat ud RsHTve 



Cmrait Aifcta? 



Acxtund InlarM ce NotM Re 

odnbla 
MsthucGKon Hud 
Oe« Suivlim Ml Hud 
Ghk tod BtaUa Bapiilica m 

Tottl Cumnt Aaeti 
Pr«P»id A«iBH: 
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pantire Balance Sheet 
GOODS COMPANY 
eet, Deeembef 31, 1921 



CiixU], Li>lBliIi« ud Bairka 



D«.31, mi DnSl, II 



OtfiMBtaik: 
Fraterrtd-ADtfaocInd, 2100 
Bhirta vi Td» tlOD 

Ehina pv nlue tlDO ' 
ToCil CipiUI Stock 
fnndtd Debt: 
Tnnty Vmt t% RnUig FniH 
Quid BofiiK Dm Juuury 1 



T™ Y«r «% D 
July 1, ISM 

Ti>t*l PondMl Dabt 

Onwnt LiiMBim: 



Hint* Pmbla 
■ PinJie 

ruDd InltnMoa: 



Aeoaed Sikria uid Wifltc 
Drndgsdi on Frtf«»d Block 
DiTidudi on Commoii Stock 
"ndimod Diiidmdi ud ln(« 

ToU Cinnnt liibiElia 



-'or Dejrnitioa of Buildings ui 

Fin^^Bwl Acraimti 
F« BjnUn« Fund fur Radcniptio 
t<Tiniitr Y(H «% Qold Bonc_ 
»_ o-j ^„ J *„, Y|_, ^j^^ 



3 4M37 
8 037 43 
11 OtSU 



Totd CM>i>iU. l«binU«>ndSun)lua 
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ACCOUNTING PROBLEMS: INTERMEDIATE 

FOKH ZZV.— ConMl 

AMERICAN HIDE AND LEATHER COM 

Balance Sheet M 



Cortof fttipOTtiea : 
Ineludmg 461? Sham Pr ef erred and 2259 Sharee Com- 
mon Stock of American Hide A Leafiier Co. hdd in 
trust S26 838 470 80 

Sinking Fund ABeela: 

Cash and Accrued Intereat B8 407 01 

(•4,891,000 par value of Bonds in Sinking Fund held by 

Truateea not treated aa an aaoet — and deducted from 

Bonds iaaued per contra 

Current Aaaeta: 



Hides, Skina, and Leather on hand and 

in process of roanufactura and Gen- 
eral SuppliM ei2 689 481 22 
Le« — Reserre for poasible depreciation 

in valuu 700 000 00 

$11 889 481 22 
Sundry Debtors for 

Bills and Aeeounte 

ReceiTable S4 113 843 61 

LesB— Reserve for 

Doubtful Debts and 

Discount 259 136 16 3 864 207 46 

Clums and Sundrin 16 416 61 

InsurancB Premiums unexpired and 

prepaid interest 143 431 98 

Liberty Loan Bonds at par 800 660 00 



1 on 946 00 17 781 033 26 



Total Assets $44 717 911 07 
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FINANCIAL STATEMENTS AND REPORTS 
Idated Baknce aieat 

PANY AND SUBSIDIARY COMPANIES 
at June 80, 1918 



Capital Stock: 
Authorised: 

176,000 7% CumuIatiTe Preferred 

Glares of tlOO each $1? 600 OOO 00 

175,000 Common Shares of $100 each 17 500 000 00 



) except as to 16}% 
paid to date) 
115,000 Common Shares H 500 000 00 $24 500 000 00 

Fint Mortage 6% Honda : 
Authoraed $ 10 000 000 00 

iBvued $ 9 000 000 00 

Leas— In Tieasurr $ 475 000 00 

In SinkingFund 4 891 000 00 

Held by Tnutoe as 
invested proceeds 
of releaacMl prop~ 
erty sold 478 000 00 S 844 000 00 3 166 000 00 

Current liabilitiee : 

Bonds Interest Accrued $ 170 600 00 

Bills Payable 2 200 000 00 

Trade Accounts 606 715 10 

Wagee Accrued 63 120 35 
Taxes and Estimated Excess Profits 

Tax 504 123 80 S 623 469 25 

Binking Fund for Redemption of Tiiet 
Mortgage Bonds : 

Appropriations and Accretions to June 
30, 1017 $4 639 282 13 

Appropriations for Tear ended June 30, 

1918, charged to Profit and Loss 160 000 00 

Interest accretions dur- 
ing year $ 280 030 00 

Less — Difference be- 
tween cost and par 
of Bonds purchased 
out of interest Ac- 
cretions and in anti- 
cipation of Sinking 
Fund and other re- 
quirements 846 87 279 783 63 4 969 066 76 

Surplus: 8 460 386 06 

Total LiabUitiea, Capital and Surplus $44 717 911 07 



)vGoo'^lc 



ACCOUNTING PROBLEMS: INTERMEDIATE 

SS ^ S S SS 



in. 






S8S 

3§S 



SS 



8 Si 



I & 



^1 









^ l|a-||i||il||||i| 

5 c5 o u u 



liUi 



>«■ oi o S S S iH 

Ol n Q I- Q O M 



i 



•SS. SS 
ffl 8 S g 



ii 






IS llHillll 



)vGoo'^lc 



FINANCIAL STATEMENTS AND REPORTS 



ss s s s sss 
Si i i s -31 



il 



I I 

<zS a s s iS 






I II 

■s N 



I § S ? 



ill 

.9 I 



S 3 S 

^ <o lO 



3 S 



21 1 



ilii ills 

S"2S " 



'^11 1 



fll|l1J||3-' 



111 



„Gooi^lc 
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Form XZVn.— Bn^iah 
WALKER A HOM 
BttUncg Shoat, 8 
Capital and liubflitiM 

£ ■. d. ( *. d. 

IIOO,4H lii Mr unit. CmmihlhB Pirfwuiin O^m af fl mA «0.4U D 

Z2CMI00On£miTSlBniofCleHh gO.ogO a 

JSM,4H 



Ul.MI 4 10 



rosr«iid«-Hiir jw iwt Finl UwtiM* IMntan SUxk 
IntHHi tfl ^to 
Lt«-Tu 
1,400 Ptar PS HDL DcbHtuTH of £100 aiA (Showtf ■) 
IntmMUdM* 
Lh— Th 
RuiMt MM. UoTtDv> Mmtan Sbn* (WhUbd, Wnsdbwl k 






181. 1*7 
30B.4M 













200.000 







,^:^ 


'J 
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100,740 
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1,201 
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m ca PnttrUm ud Inumt to „_ 

Imfa V UTfe npoo IVofivtw, mid cln a cibiib ukh uh 

ttm^u te Um Tna Ccadi Mniriiif Uh Ciiniiu]' ■ Db- 

btBhnSioA 114. Oil S 

Loua, Dwnaili. etc SJ.OU 7 1 

SuKkrOwlitin: 
Tndi AooMiaK, da. SO.SM U 8 

R(nt.RalHuid1^uai[iiHRi(]oed 17.030 17 » 107,^00 II 1 

Vnii^ DindndMidi. l.OOO 1 11 

CtfiUl R iMiu AMomit S.5U IS 
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SuMMB AiMmtlcr OolMudiiii AdfuMoDU (n Wulm, WDed- 
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C«M(*I Rmtt* FuDd 00.000 

mUudLonAnnmt 110.108 IB 

OnM«I[i<thaBoud 



SSSi. }« 



ti.Mi.m 17 1 
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a tnia aod c«nct view of Ibe elate vt (be Caatmay't olain, aamfiai U the tuM ot am infnttnalirx asd 
Uanchoter, Ttbnuf 18. 1018. 
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FINANCIAL STATEMENTS AND REPORTS 
Porm of Balance Swet 
FRAYS, LIMITED 
eptember 30. 1917 

Property and Ataett 

t 1. d 

Vodid* bnWT with FMduU. Cm^wld. ud Lou LhrIhU 
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66 ACCOUNTING PROBLEMS: INTERMEDIATE 

Fork XXIX.— Amraiout Banken Assodation— Fonn for Credit Puipoam 
— Corporattoo. 
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ACCOUNTING PROBLEMS: INTERMEDIATE 

Pouf ^TfT — Stmtement of Cub Receipt! and Diabimwnenti. 

ARLINGTON RESEARCH CLUB 

Statement of Cash Receipto >nd DiBbureemento 

For the Year Ending May 81, 1921 



Hirtoty wnd Tnnl 



itNicht 
»_i ^i„ut kt Vendame 
Leotun (or DWiiet Nuiw Fund 





•■•ss 


US 48 


•120 60 


asan 




•iSffi 







8^ of Fwltntion BuDatia taA Y«u Boolca 
iDtwtrt on Bank Bkluuc 
Total Raodpt* for Yau 



Rant of Club 'BovBa <IiH)lDdili( Janltis' Barrica) 



Laoton lor VitUit*. Nun 



238 49 



BUta md QuHnl FwknUoD Faea . „ • » SB 

rii iiiMH ol Daleuts to tbt Annual Cooventi™ of 

Wo^'a Cloha IS « 

PriDtiuc Mtd FiMtac* 1S| 42 

Talei^ums 18 80 

"?tot.' »MO0 

BoiSoanM 34 00 

Lut«rn 3 10 88 10 309 OT 

Paid Into EndownBint Fund 1» 00 

IWnndofDlWi . IJ Jg 



Aldiai 



actniactU Fonatrr AMOoiMiaD 
uhuaetta CSvic Leaaua 
tf lot Moml Bduotion 

Total DiibunaiDanU for Yiar 
CMh on Hand. May 31. 1831 
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(Kcncd) Thbodobi 
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ACCOUNTINO PROBLEMS: INTERMEDIATE 



FORM FOR PROFIT AND LOSS ACCOUNT 
ComparatiTC SUtement of Profit and Low for Thrpe Yoata Ending - 



L(M— OutnnI Inlclit, 



Log — InvMitoiy, «iid o( T< 

CDatofMOM 



« (ItunLjBd to oornapoDd wi 



ToUlac 



Add — Siwdal enditfl to proflt »tid lov ' 
Doduct — Spvdtd cbnigfli to profit and ]nm 



Dividaudft jAld 

Burplua, (Ddini of p«Hod 
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FOSU JUUUU. — Cartiflcate of Condition laqnirad to bo filed by Hum- 
chnaetti coipontionfl. 

CERTIFICATE OF CONDITION. 

[A<ita ot 1903. Ch^. «S7.] 

SNtbtn 4S. Smy eotprntico ihall uuiiull)', within tHrtr dsyi ilttt tlw date S»d in 

ki by-lkw* for iti ■nnul mectinc lut pnMdinc Uia del* of (ucb report, or witbia thirl]' 

dayv tSU€ ih* flnal adjcmnuooiii of nich maetiiic. but not mora tbu tAr«« months miter 

the data to Oiad for iBul nwctinc. pce| 

itai>rit' 



iir uuuuJ maetinK, 

CofiKiintiona with a a^iital of (100.000 or mora muat appoint an 
«rtiBeal& (Bm ohaptar 437. notion 47.) H^ *" Iv Ubd 
•■•.to, whish abooU aaanmpanr tba evtUcata. Clweki 
parafcM t»llMsniir<i(tlH"C^RHnwMltli of MaawefauM 



nk^ority of tha direotora of tha Corpofmtioa 
la ehaptor 437 of tha AoU of 1903, ai 
larato, do iunby eertify 



auditor to eertity thit 
thU cvttfteat* la 
ahould ba tnada 



J That tha iooation of ita prindpal offioe in thia Commonwealth ia No. 

StIMt, ICity or Town], and outaide thia CDmmoawealth. No. 

Street. [Qty or Town], State of 

.) That tha laat annual meatina wai bold on Ifl 

.) That tha total •nuunt nt iu authoiuad oaplul atock la > 

That B^ oapiW itook ia divided into than*, of which 

sa are praferred and aharaa oommon, and tha par Talua of aaoh ahare of aaid 

. J isaf amd t 



Thaai 



>unt than paid thereon wM j ^;^ • 

10 of ahapter 437 a 



.) That tha data ot ila laat 

nan than 00 daya prior to tha date fixed in the by-lam 
and the aaaeta and liatrilitin 
were aa fotlowa: 



Furniture, fixturca and tooli 
Autoa. tnida and (aai 
Marehandiae 

Notea 
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74 ACCOUNTINQ PROBLEMS: INTERMEDIATE 



ofOffloc Nune* 



AddreMM Eipiiation of T«rm of OfBoe 



Id TCtiun Wliawf, n tuvs henniata natwd out udm. thii 



The Commonwealth of Massachu^tts 

.u. 1 

Tlwn pwDUaMy ■ppeared tlifl ■bovft-Duued offie«T« 



[If sut s( MuHchuaatta, sMh mar ba takan bafon ■ sommlulonar for 
MuHclnuatla, or ■ Notmrr Publlct It within MuHchiuatti, bafora ■ Notmry 
Public or a Jiutlo* of tka Paaaa.) 
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' AomniUee i d eBted at tha m n nm l ateetins of thU eoiporatioo, whiofa bii ui out- 
Mudinc upiUI Mock of (lOO.OOO or mon. at ■ nw^oi hdd >t 

> diy of , A. D. 192 , hM employed 



■5 



Auditor's Certificate. 

« used only by fHriMntiou havinc > pald-iD i»idU] of tlOOiOOO, or mors.) 
TbjM ftuditoT muat not ba ■ bookkeeper. tmiBurer or otfier offlcxr of tlu> cwrporatlon, irbo 
b«a iboidy ncned >iid aucutfld tbia itmtwnant. (Cb&p. 300 of llu Acta 

102 . 

of tbe duly 

Belectrd Auditor of 
ootparation duly eaUblUhed by law, bovby oeitity Uiat I hKTO oompletad the eiaml- 
^ natioa of the booka at aald corpoTfttioiir and ita otftiAQate of oonditioa ot txKuted bt 



i offioTi, t o whioh tbia nvtifloate ia attasbed, and Uut I And that u 
tho tnui oondltion of the affain of lald aanxmtion aa dlenloMd by ita book*. Thia « 
Qoata la made by me m ootapUaooe villi tbe prorlaiona of leetioD 17, nbaptur 137, 
tiM Acta <d 1003. 



The commonwealth of Massachusetts. 
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76 ACCOVNTINQ PROBLEMS: INTBRMSDIATB 

Published Balance Sheets of Representative BuslnesB Concerns 




9 111 sea ai 

120 34S M 



NoUa Recdnble (Secured] 


t SO IM 44 
10 000 00 

IS ess 01 


43 I3S 46 


iJ=?£Sr 


t as 71E 00 


33 US 00 


t 38MI0e 
S 100 00 

(IS EOO 000 00 
SEOOOOOOO 




£^^^E.P«>-,.U. 


77 839 7B 


Copltd Slock: 

Authoriied ud iHued 

Authoriied ud Inied 
Bonded Debt: 
5% Hnt MortcMe Siokmi Fund BoihIi due July 1, 

L^i^^J^SiJ^ld by Truelee »3 777 000 00 
In TreMuiy 2 223 000 00 


•23 000 000 00 


•17 000 000 00 
8000 000 00 


11 000 000 00 


AcsDunti Psysble 
Aconwd W««ee, Time* Bio. 


■sSi 


2 SIS OM M 


Bond PurchMe Acrount 

the «bom date, u endnur on Tr*de Acceptance and 
»M9.4Sl.fll. 




023 020 IH 

ISS 014 E3 
fl 403 145 ai 




•43 029 833 64 
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FINANCIAL STATEMENTS AND REPORTS 
Inccane Account for the Year 



t21 033 4Tg 6E 
3M 398 03 
(21 S37 T77 18 



Caatoiaalim: 
Rbw Maldikb, Convsnion. I^lxir. Mill Expenaia, 

Tun, FndiAit, BbippiDa, nM. tl7 117 682 OS 

Depredation, MaiDt«iiuiiie and Rqiun, Millvncbt 



GnaFnilltoiiSiilM 








■ 3 103 GIT 01 










e71 168 34 
• 3 631 346 67 


Other looome: 














t 


128 »0a 11 




Bcnp Bulta ■»! Suodi; iDDomii 






143 317 SO 


271 230 01 

• 28M6W68 


iDOonw Chut«: 










DiKBiuit on Sitleg. eta. 




( 


671 443 OS 




SuDdcy Chun- 








860 680 TO 


Net Optntint Profit 










Inttrat end Keaanrai: 




S 


A54 3W41 




BoDd lDt«rat, Net to PubliD 




Beeerve lor Ii>nntorii> kuI Wk Ti 
NetAdditioDloSurplm 


"" 


- 


. 


776 3Se 44 
»1 253 639 44 




Bm-lm Aocour 








BekDne-twr Bookft Juiou; 1, 1618 




16653 387 06 












Net xiditiaD - ehoini in Btalement 


of Income a™ 








for the Year 








1 2S3 826 44 



DeduotioMi 

Net reduotion in nlua of Mill Property ae remit of 
appnini on property not bvetnfom appraind, r»- 
oonaziution, depletion, eto. t 363 816 16 

Net Sundry Adjuitmenta fl Qfil 43 402 870 63 

Surplui per Bahoee Sheet t 6 403 145 61 
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ACCOVNTINQ PROBLEMS: INTERMEDIATE 



FOftM ZXZV.~'WlU]rt-OT«r 

THE WILLY8- 

Acd 8ubflidiary 

B alance Sheet, 






SSSr 


BnnehHouM 
Property ■ 


Tosirth. 


'iiiSi 


311 TOS 03 


'ififH 


'S^S 


15 800 73 

186 008 07 


2 266 737 23 
S12 3S7 S3 


118 9M S7 


ISO W3 10 

348 Sei S3 


258 440 67 




134 064 030 28 



DaprvciAtioQ imd Accniinc H«tiqiAl>: 

■a Si. 1016 t t 604 006 81 

DRvecialion □[ Tooli, Dies.' PitUtu, 



lartrtmenU i: 

CumnW 



ml AdymniM to Othw Companit 



ja <rf Rbw and Wuked Material, Buppliea 

Un—embled Pvta, SarriM Stock u>d Can on Huk 

and in Tlandt. at or below eoat 
Balance due trom Enropaui DiMributidc Aaent 
AoCQUAta Receivable* Leaa Reeerrce 

Note* Beodvable (INrtribaton' and otlitr Notel) 
Guannty BeouritiH CocpmBtioB Cwtificatea of Bane 

fidal Intoeit in CuMoaen' Delaned InotalinsDl 

Note! 
Liberty Bonde Purohaaed for EmpLoyeca, Icaa payment! 

thereon 
MiaiHlluiHHU Invotmuita 
Caih in Bonki and on Hand 

id Chargee t 



MO S8S 808 IZ 

112 736 U 

3 642 668 10 

1 S£4 051 68 

07B 260 27 

616 166 60 

2 004 714 SO 
683 870 16 



Future Opeimtiona: 



Prepaid lattmrt. luunDot, et 



60 412 084 66 



1113 2B2 701 IW 
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FINANCIAL STATEMENTS AND REPORTS 



land CompuiT — Balanca 8k«et. 
OVERLAND COMPANY 
CompanieB 



December 31, 1917 






liabiliUia 






CpitJBtaik: 


















110 000 OOO 00 




IfiOflOO ^WM of 1100.00 Hoh 






18 000 000 00 




BO 000 000 00 










Ti'ss.sjss'audKod, 


» S 473 BOO 00 




14 832 800 00 




Common Stock Ml BIO 8Te 00 






Scrip Certifiotn in iwpatt of f no- 






tionkl Mbuna nl Btook 10 OOe 3fi 






Towitha- Ml fl20 881 2S 










Unwid 2Z3S418S3 


30 388 M2 43 


t 87 301 BOa 43 










22BOO0 00 




) 67 «ie SOS 43 


Current Ii*bt11tl«: 






NoUa Puabia: 

Bkuk I^Miu tlfl 110 700 00 












Contract) 2 EOO ODD DO 






SuBdiy Pcnon* 1818 100 81 


120 437 SOD ei 




Acoounta Pmysble 






P^^I^S^^m A«:n^ 


3B3 744 73 




Dealer^ Initial PaymenU 


828 068 40 


















1 248 Ml 41 




Preterred Stock Diridend, decLmd i»r*l>le JuiuMy 1. 






IBIS 




20 007 284 aO 


SoerveFund*; 






ES'^^SS^ntfrS Prof^d St«k 


t 1 000 000 00 








17 BOO 00 


1 407 GOO 00 


Burplu>: 






BiluiM at Jinuuy 1 1ei7 


127 698 B04 21 




Add— Net ProflU uid Income lal tbe y»r endioc D»- 






MmW 31. 1017. » p. natemut i.tt«hed 


fl 121 543 77 




Together 


133 718 137 08 




Deduct: 






-orPr.l.rr.d 










Stock (1 138 MO 61 






On Common 






Stock < 888 23« 76 W 023 877 38 






In Stock 1 »6S 991 2S 






Oaod-Win of Subddiary Compuiy Pui^ 










chued uid Wrilten OS 74 243 47 












new work for ISIS delivery written 






c«, per r«Dlution of Directon 802 041 64 




34 aOl 884 30 
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80 ACCOUNTINQ PROBLEMS: INTERMEDIATE 

tout JOUVI. — Wwdnchouae Electric and Humfactnrini CompuiT — 

ConsolldatMl Balanco Sheet ani Prodt and Loss Statement 

WE8TINGHOUSE ELECTRIC A MANUFACTURINQ COMPANY 

And Ita Proprietary Oompaniea 

Conaolidated General Balance Sheet 



March 31, 1921 



FHtiry PboM—Ri^ Eitata, 



C»|iitolBtoA: 
Pntend I I NS TOO 00 

CoDBoa w ai3 W O ro 

Total Coital Bunk t T< S12 «0 M) 

ftinJtd IMifc 
amc Ps Cnt OoU B<Bd> dog 

ibr I. tui 1 30 000 000 00 







Rn Pot C«t Bondi, duo 








uvi.iino 

Total FomMDoU 


'"'»"«' 




1 M I7i 000 00 






Rod Erioto Purdiwi Hour 






ComBtUibaitia: 


t wooooo 


CanrntAmtK 




" C»h 


1 11 111 SU M 


NoU.P.~yibk 


1 a) 771 000 00 


CAwilhAvmUudOtlwi 


1 Oil 211 27 


Ao«mtaP.;y>l. 




CHh(B Dtin.it (vndoiiplioii 




iDlttMt. Toa, Rojillw. Ota.. 




or Boiuk ud for IntmM wd 




A«t»l,i>otduo 


4 Ml 472 S7 


DiTidnd. 


UMIOO 


tXTidud on pRfnod Btaek. 






I MT 7ia « 


I»/y>I.AprilU 


78 974 00 


Aiwomti Rannbia 


UUl «»M 


Drridod cm Conuixs Block. 




InrotoTM-R.. Mttarab ud 




pn«hloAirilM 


1418 !7» 0» 


SQpoIitn. RdWhI Pvti ud 




AdnoB VxymsM -a Con- 




UuhiiM. WoA io Prct— . 








Goodi CO CoiwgaiiHBt ud 




BulHiptka to SmnOm, ota. 


ISUCSON 


Apontui <rith Curtonn- 




Uniaid Boidi and iDtmM ud 




nh»d Dk. 31, IDX), U eon 




a*iduh 


40W2CO 


>ffl>rkrtnli» 


80 724 3N 23 
1131 339 230 M 


Total CmmC UiIilitM 




Total CuTTOltAHti 


» M 748 flS3 08 














Coatiiiiiat R«m [or [uitlHr 








pooibloBhrinkwiolD- 




OthtrAMcM; 




•mtcnn 


t 1 OOO 000 00 




1 4 Ul Uf » 


AI10tlHrRM*T« 

Total Rmmo 




lowuce, ^tlm. .to., pud in 


t B1O2 0MO4 


KiVHH 


tOOMSOO 


Profit iDdLoa-Sumliu 




Total OUhA«U 


t S S92 093 2» 


t 41 tot £80 13 


Total 


i»8 2MM7M 


Total 


m2«6i7« 
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FINANCIAL STATEMENTS AND REPORTS 81 

WE3TINGH0USE ELECTRIC & MANUFACTURING COMPANY 

Aod Ito Proprietary Companie t 

CoPBolidated Statement of locoroe and Profit and Loa» for the Year Ended 

March 31, 1921 



ftt^ar Com. mdaiSiii iB KuamlHum <<r PMn^, Db^ ud Ni 
btH Took ud BuihT Otbir TiHIiiiimili ud Bxtnica; tl 
dcpwUiou li Fnmtr ud P1h(, InnnbiT A 
Dtindstifu ud *a SeUinc Ar~ ~ 

■ ud *a Tui 



Hot Muabet»bc Profit 

OthtrlmmnH.' 
IstanA OMoat, RojihiM il*. 
Dmdwk xid liiUnM « Sudrr St«b ud BcbA OwhI 


POTS TUU 

ooomu 


1 U m osi II 
tmmu 


OmlHUMtrmMSoiini^ 


maoi 17 


luessusoi 






bxmt « Bond! ud Not* FvtUt 


lM7HUtf 


NO iMoma ATuI>bkt« I»Tid«k ud OUw PorpiHi 


ii h 

8S 88 


1 IS 817 Ul »7 


Bmtu. UMKtk 11. low 


««u7nis 


FniHudLwChwnK 




I»tid«>d.ai Cgmn Ckjild Btock 

n>LiT«lai« 
Dinoiit ud Ei;«« in » law d 1W Tw BcMli 


13 788 oil 0« 


BimihiiiHB>lu«BbM 




t«»> 180 11 
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ACCOUNTING PROBLEMS: INTERMEDIATE 



13 




% 


n 


I 


1 


1 


88 




88 88! 


S 


11 




§1 


i%% 


§ 


u 




u 


m 


s 


1% 




V- 


JS8 


s 



93!! 
IIS 



II 



11 



if ii 

is Jl 
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COO) B B 
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.e 1 a 
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3 


i 1 
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5 


X 9 




9 3 


8Bsas 




33 1 
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80 ACCOVNTINQ PROBLEMS: INTERMSDIATB 

FOKM XXXVUL— Am«ricui Locomotive Com 

AMERICAN LOCOM 

Montreal Locomotive Worln, Ltd-, and Ameri 

Conaolidated Gene 

Asaeta Dec. 31, 1919 Dec. 31, 1918 

Cort of property (leea depreciation ro- 

eervee) $42 421 2SS 96 S44 337 304 56 

Sundry securitiee owned 6S0 128 74 641 702 74 

Current AB8CtB _ : 

Caah on h&nd and in bviks 3 177 631 31 4 407 123 72 
Accounts and Bills Receivable 5 889 590 82 IS 123 714 94 
United States Railroad Administra- 
tion Certifictites of Indebtedness 
United States Treamuy Certificates 25 800 000 00 
United Kingdom Three-year 5i % Con- 
vertible Gold Notes 980 000 00 
United States Liberty Loan Bonds 4 410 600 00 2 168 350 00 
Canadian Victory Loan Bonds 1 574 500 00 610 450 00 
Employes' Subscriptions for United 
States Liberty Loan Bonds (leas in- 

etallment payments) 160 750 SO 1 329 384 00 
Employes' Subscriptions for Canadian 
Victory Loan Bonds (less install- 
ment payments) 46 374 00 135 576 00 
Accrued Interest 283 493 65 25 376 52 
Materials and SuppUee 6 873 327 96 11 623 701 06 
Contract Work in Procev 1 297 476 58 9 690 223 52 
Locomotives and Parts in Stock 193 342 26 118 453 05 

Total Current Assets _^ 

Sundry deferred cbargeB 388 365 67 



193 176 800 45 $90 220 605 99 
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FINANCIAL STATEMENTS AND REPORTS 81 

pany — ^Income Acconnt and Balance Slieet 

OTIVE COMPANY 

can Locomoy ve Salea Corporation — Combined 

ral Balance Sheet 

LiabilitiM Dec. 31, 1919 Dec. 31, 1918 

Capital Stock: 
Preferred 
Common 



WO OOP OOP 00 »60 000 000 00 

Bonded debt of eonatituent companies: 
Locomotive and Machine Company of 

Montreal, Ltd. S150000000 S160000000 

Richmond Locomotive and Machine 
Works 432 000 00 432 000 00 

Henrico Iron Worka Ctnporation 25 OOP 00 

Total Bonded debt > 1 932 OOP 00 8 1 957 000 00 

Current Liabilitiea: 
Account* Payable S 1 347 013 66 S 4 603 89S 23 

Dividend Payable on Preferred Stock 437 fiOO 00 

Dividend Payable on Common Stock 312 fiOO 00 

ExocM Pa}rmenta on ConUacta not 

Finally Adjuatod 6 610 676 64 

Unclaimed Interest and Dividenda 3 310 25 S 147 26 

Loans Payable: 

Purchaae of Liberty Loan Bonds 2 040 000 00 

Other Loana Payable 
Accruala for United Statee and Cana- 
dian Income and War Taxes 5 616 060 11 6 760 800 76 
Sundry Accrued Eipeneee 523 147 06 431 767 26 
Total Current liabiUtiea tl4 OOP 015 72 115 479 610 49 
RceervcB for Accident Indemnity and 

Miscellaneoua Items S 834 610 58 S 996 264 45 

Rnerve for Additions and Betterments 3 6 IS 930 04 1 363 766 03 

ftofit and Loea : 
Balance brought forward 21 841 073 61 

Add — Profita for six months' period as 
ahown in condensed income account 952 170 50 

Surplus carried forward »22 793 SfHTl S20 423 975 02 

Total Liabilities, Reserves, Capital, and 

Surplus »93 175 800 45 »90 220 605 99 
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92 ACCOUNTING PROBLEMS: INTERMEDIATE 

AMERICAN LOCOMOTIVE COMPANY 

MonlmJ Locomotive Woria, Ltd., and American Locomotive Balea 
Corporation — Combined 

Condenaed Income Account 

6 months ended 12 montha ended 

Dec. 31, 1919 Dec. 31, 1918 

Oroea eanun^ S20 630 083 SI 170 073 S81 98 
Manufacturing, maintenance and ad- 

miniatrative expenaes and depreciation 17 S32 188 11 68 116 819 50 

Manufacturing profit S 3 097 895 70 Sll 057 762 43 
Intereet, etc., on bonda of constituent 

companies, loans payable, etc. 69 325 99 228 189 02 

S 3 038 569 71 Sll 720 573 41 
Deduct for United States and Canadian 

income and war profits taxes 461 399 21 2 235 304 32 

Available profit 9 2 S77 170 60 S 9 404 269 09 

Dividends on preferrod stock 876 000 00 1 760 000 00 

Dividenda on common stock 760 000 00 1 375 OOP 00 
Surplua 

Reserve for additions and betterments 

Net credit to profit and loss t 0S2 170 50 I 2 360 269 09 



Profit earned 
stock after deducting 
preferred dividend 



Amount SI 702 170 60 S 7 744 2 
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ACCOUNTING PROBLEMS: INTERMEDIATE 

THE ATCHISON, TOPEKA & SAN 
General Balance Shes 



Aa^eta Deo. 31, 1«19 

Baitroxto, FranduBeg and Othw Rrop- 
er^, ineluding Stocka, Bonde, etc 

(EriulMt A) S731 110 400 11 

E xpendituree for Additiona and Bettw- 
ments, Conatruction and other Capi- 
tal Purpoeea, during Current Piaeal 

Year (Exhibit B) 22 612 037 77 

«753 622 437 88 
InTcetmenta, New Acquiaitiona (EJt- 

hibit C) 16 885 799 01 

Sinking Fund 819 06 

Other Inveatmenta 35 394 013 76 

1804 903 069 71 
Balance brought down S1^2 302 412 01 

Curtent Aaaeln: 
U. S. Government — Accrued Con^ 

pensation SS3 169 39S 06 

Caah 4 282 660 01 

Time Depoeita 250 000 00 

Special Depauta 248 641 68 

Loans and BiUe Receivable 1 499 589 70 

Traffic and Car Service Balances 17 365 74 

Miecellaneoufl Accounts Beceirabla 618 8S5 69 

Material and Supplies 119 989 00 

Interest and Dividends ReceivaUe 34 449 04 

Other Current ABseta 181 13 60 241 160 06 

Deferred Aaaela : 

Working Fund Advances S 200 00 

Guaranty Trust Co. of K. Y. Caah De- 
posit for Fuel Reaerve Fund 2 103 946 06 

Other Drfeired Assete 26 330 14 2 130 475 20 

U. 8. Government— Deferred Aaseta 49 219 874 64 

Unadjusted Debits: 

Rents and Insurance Premiums Paid 
in Advance S 139 186 18 

Other Unadjusted Debits 1 431 505 10 1 670 691 28 

U. S. GoTemment— Unadjusted Debita 11 987 583 20 
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FINANCIAL STATEMENTS AND REPORTS 
TA FE RAILWAY CO.— SYSTEM 
t, December 31, 1919 



LiftbiUtiea Deo. 31, 1B19 

Capital Stock: 
Outatanding (Exhibit D> S347 047 200 00 



Current LJabilitiea: 
Lo&ns and Bills Payable 

l^affio and Car Service Balance* t 3 259 22 

Audited Accounts and WagM Payable 309 500 23 

Miacellaneoua Accounts Payable 46 5fiS 49 

Interost Matured Unpaid 1 138 367 M 

Dividenda Matured Unpaid 225 187 70 

Funded Ddit Matured Unpaid 45 000 00 

Unmatured Dividend! Declared S 447 475 00 

Unmatured Interest Accrued 3 15S 621 30 

Unmatured Rents Accrued 39 560 47 11 413 628 96 

Deferred Liabilitiea 196 639 49 

U. 8. GoTernment— Deferred Liabilitiea 68 057 090 00 

Unadjuated Credits: 
Tax Liability I 3 400 878 30 

Operating Reserves 3 204 199 94 

Accrued Depreciation — Equipment 46 681 481 40 
Other Unadjusted Credits 10 233 082 flO 63 618 662 24 

U. S. Government— Unadjusted Credits 278 054 40 

Cwporate Surplua : 

Additions to Property through Income 

and Surplus »S6 260 798 44 

Funded Debt Retired through Income 

and Burplua 34 504 94 

California-Arizona Lines Bonds — Sink- 
ing Fund Reserve 108 166 65 
The S. F. ft S. J. V. Ry. Co. Bonds- 
Sinking Fund Reserve 14 118 28 
Reeo-ve for Fuel Lands 2 103 9 45 06 
$SS 521 533 37 
Profit and Loee— Balance 65 366 689 83 153 888 223 20 

>297 452 186 23 
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96 ACCOUNTING PROBLEMS: INTERMEDIATE 

KORTHERN STATES POWER COMPANY 
Conaolidated Balapoa Sheet , 

AmU 

C«iiil«l A»«f ; 

FbM, FTDpn^, Biiiil*, FniHbiMS, et«., indodinc Fntcnad Stosk Dia- 

souBt and EipciiH tST EOO S83 31 

Colktatl tnd Oth»r CMh DepoBJU ; 

Colbtenl CMh Depnntwl nndv Ftnt Bnd Rstundin* 

MortCM* BoDda S 13 SEO 00 

Blnkiiia Fund Cuh 7 603 24 IS M3 24 



Uosqdnd InauruMM 
PntAid IntoHt 

Ret* lB*«(ei(atk>B Fipamw 

Extrmordiiui? Opontini ^t**"*** in Proeoi o 




U. S. Liberty Bocdi at Par lOfi OOO 00 

Ciuh DgpiKitud tor Band latenat 10 33D 00 
Aeuunta and Notw R«c«TabLii tl 400 SOfl M 

L^t— RaerrefarUnooUHtibleAiKiaunta 100 4M OS I 300 S63 M 



UnblUed Elertridty and Oa* 2BS 579 87 

SUndard Oai and Eleatris CDinpany 700 109 4fi 

R«a**ble on Sals* vt Pntond Stosk »« 602 63 

ltlS07M24 B33S030ei 



Total 178 ai8 033 3a 

Wg haVB audited Uie b«Aa and reeordi ot the Nobibbrh Btat» Pown Cokpaht of 

that, in our opluon, tbs attaohsd Caii»Udat«i Balano 
Aooount oorreetly nflect the flnaiunal oondition at Deoen 
opcntktia for the year ended that date. 

Cbicaoo. Manb 19, 1921. 
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ftSANClAL STATEMENTS AND REPORTS 
OP DELAWARE AND SUBSIDIARIES 



December 31, 1920 


7% PnlerTBl, 100.000 Bbmtm, (100.00 wih 
CoramoD. eaO.000 Bbmt. tVXiai wb 


( SO 000 000 00 
WOOD 000 00 




»ioo 000 000 oo 


1% Pnl<ff»L 2M,*00 Bhwa. 

«iaD.OO(»di M) MO 000 00 
U-— In Tntmar 98 ZOO 00 
CommoD, 01,700 Bhwa, tlOO.OO tub 


«30 340 800 00 

9 ITOOOO 00 




I«ny. 7% • 601 «00 00 

CompuiM, 1% io» eoo 00 

Common 


* eii 000 00 


FDDdolDobt: 





■ 24 MT EOO 00 



Bondi. du« April 1.1HI 


000 000 00 










FirM MortMB Bond., du. Drnmber I. 1»34 


823 000 00 






saaooooo 




Ottumn tUllwuy and licbt Compuy Bowk 


330 000 00 


80 703 SOD 00 








10-y«T 67, Gold Nol«. du. April!. ISM " 1 


"ibaooooo 




l-Yai Knki.^ ruDd CoDV>rtibl< 7% Oold NaM,du« 






Aucurt IG, 1923 


800 000 00 


9 eos 000 00 


CmrcDt LUbiUtla; 






NoM. P.yi.blB t 


077«I0 00 




AoeounU P<v>blB 


«10 939 33 




A«iwdlnt«nrt 






ADOcwdTrnm 


848 332 77 




Aosraed Pnrfored Stock IMvldnKta 


M7 344 43 




H. U. ByllMby A Co. 


30 ADO 38 






W0B0B7 




CouiuuHm' DaixnU 


108 724 94 






88 070 02 


3S83 488 40 


Rwma: 








7ST 480 41 








821488 37 


Binplui 




1 3ie 810 on 


Totd 




rs 318 033 » 
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ACCOVNTINO PROBLEMS: INTERMEDIATE 



NORTHERN 8TATE3 POWER COMPANY OF DELAWARE 

AND SUBSIDIARIES 

Conaolidftted Income Account 

For the Year Ended December 31, 1920 

And BummMy of Surplia Account 



ElM4ria ENvMtoaot 
GflB Dapaftmoiit 
Staam Dei*rtiiHt 



StIMt Rulmr Dcpwlnwirt 
ToUl Qkm Rfninai 



ToUJ Opgntina E^wnns u 





MO MTU 74 

ea0 6«3M 

«3a 903 47 
7fi 733 S3 
ISO 736 10 


K fllO OM »e 

7»S 038 20 

B31 ssTie 


■11 7B8 778 M 




7 331 840 SI 




• 4 4M 938 33 
a 148 470 28 



t 3 318 407 U 



k Dtridmk » Ml 874 21 

for; 

Dgpnoiatiln •473 000 00 

Amortliatioa of Dabt Kasaunt uid Es- 

pnaa 26000000 73600000 2006 374 23 

Baluiog Cmried M Sundo* Aooonnt S 362 003 73 

Smploi, Juiuuy 1, IBIO I OOT 710 77 

ToUl euiplui, DMUBbw 81, IWO, pn BbIuuh 8b»t S 1 810 810 60 
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FINANCIAL STATEMENTS AND REPORTS 99 

PORH XII. — nnlrenl^ of Chicago Balance Staaat—Statement of Income 



UNIVERSITY OF CHICAGO 

Eriiibit A 

General Balance Sheet 

June 30, 19— 



CWi'Awmitinc InTcvtmant ' 

(BobBdula V) 
Oounl EdwatioB Bo«d 



PhotA 



BuOdiiw ud Onnuidi (Bohsdule II) Sll 437 34S SO 
Booki, EquipmeDt ani) Fnioitura 

(Bolwdulc III) a 047 BlI B3 

SI 3 4T6 1ST 3S 
InvHtnunU of Building Fundi rSabedula I) 3 SOS 030 47 

Cull on Bud (8cbsdul> V) 44 363 81 

■IB 073 £31 41 
Current Aiart a: 

loTflBtmeDta (Sobedula I): 
Spcuul Fundi ■ 4 B70 00 

Ococnl D<saut«l Fundi 3GT S2S SS 

Othn Cumnt Fundi 361 IBl W 

WhiMrmwdt 33 96a 83 



2SS 728 40 

MaUfidi nnd SuppUii (Belmduli III) 49 833 S3 

Dnivcaitf Pm 203 749 38 

Cub OB Hind <8ob«dula V): 

Owml S 28 890 99 

Bptaal 137 081 BO 

IBB 742 89 

1 35S 799 91 
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ACCOUNTINO PROBLEMS: INTERMEDIATE 

UNIVERSITY OF CHICAGO 

Exhibit A — Continued 

General Balance Sheet 

June 30. 19— 



Eadowmeiit Fundi: 



BuildiBC tai Equipment Fuoda (Behoduli VIII) 



Workinc CkpiUil (wa kbon) • 2TB 3N) IS 

Bpeoiil Fund* (ir Dalcnitad Puirxaa (Bclwdula VII) IB S13 74 

Oenenl Fund* for Dencnatcd Pun»aa (Sobedulg IX) ZSB 029 86 

Income CndiU (Sehedule XI) 46 554 IS 

BnerTM (Schedule XII) 40fi 396 33 

Liabilitin (8eh«dule Xtm 361 B45 68 

t I BSSTMOS 



The ibove eiUbH li auppcrted by the toDowuia Hbedulca nhirh we Dot nproduced: 
Bctwdale I, Investment* 

II, Uniwtity Building and GRHinda 
III Boob, Equipment. Msteti»l Kod Bupplica 
IV. Afloount* Recoivabl* 
V. CMhtmHuid 
VI. Endowment Fundi and Tfarir InrMtment 
VII. Spedkl Fundi lor Dcosnatsd Puipon 
VTII. Buildinc ud Equipment Fund* 
IX. Genenl Fundi [or Doicuted Fuipoao 
X. CftpiW 
XI. Inooms CndiU.--- 

XIII. Cumnt liabiUtlM 
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FINANCIAL STATEMENTS AND REPORTS 

UNIVERSITY OF CHICAGO 

Exhibit B 

Stftteroent of UniverMty Receipta md Expenditure 

Year Ended June 30, 19 — 



RmipM 



DniTBWity Qatiefl: 

■ uul Cane«rta 
flUer EDdowmaot Inc 
Rctirioc AlknraoM FUDd li 



Ciilv* 



pukM- Aanoltr Fundi InoomB' 

Emily T*Ibot Msmorial Fund Ibo 



HIdny P ro p artM Imean^ 



• as BS7 SO 

1 S34 TO 

B8S 030 OS 

34 M7 68 

1 780 00 

1 'tSl 2S 

Ml 00 

TTSOO 

413 n 

1 830 47 

1 aoooo 

38 TU 08 
7 2S7 34 
SS log 00 



OpfmtioD apd Maint^rmoB </i Biril 



DcdTcni^ Frb Rent 



I B7 S2S 711 
B 000 00 

B aso 00 
9 eis 00 



t. lUtnXim und ademn: 



CoUgae Tuition 

Vnirenity Collms Tnltlon 

Culvar Fund InooDts 

Ofdan Fund InoDm* 

Hukell und Bamnn Fundi Insoina 

Fanowihip Bud BofaoUnUp Fundi li 
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ACCOUNTING PROBLEMS: WTERUBDIATE 

UNIVERSITY OF CHICAGO 

Exhibit B— Continued 

8tfttei»ent of UniTwrity Recoipta and Expcnditurea 

Year Endad June 30, 19— 



$1 TS3 113 u 



Matrieulatlaa FaM $ TW 00 

Tuitiim Vem 13 800 82 

Boon Rsita 6 400 B3 

RookaMI* Fiud tnsama 4 BOT 06 
13 138 TT 

M » 070 BO 

BcihoUidii[i Fund iDoasM 3M 00 



IB 303 M 



fletiool ot Edawttnn: 317 4T8 7B 

CoUva ol Bdmtiaii TuHloo t M 481 44 

Sabool at Bdwiation Fund Ihbbw 31 OM M 

Btcamdair-Bohaal Tidtioa 80 Itn M 



Bahool of ComiiiM* »nd AdmlBJititlliia; 

Tidlioa t 40 BS4 39 

LabontotT Ttf S 7S4 00 

WllUaow Poiid Ineomg IB 877 71 



Lntura-atudy Fes • 4 B7S 2S 

Cotnapondeiice-Study Fhb 56 044 W 

InrtituU of Bund Utovtun 8 478 36 

ToUlRwaipti I 
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FINANCIAL STATEMENTS AND REPORTS 
UNIVERSITY OF CHICAGO 



Exhibit B-Continued 










Year Ended June 30, IB- 








• 




UoWadtr OMumI: 


moot 40 


EdOMtiMUj: 






AdmlniatnUre OSoM 


• aiawos 






imss 




OffliiU DagunHHita 


30 133 08 




GamlEipaan 


• K»M 




BwiBsn; 






AdminktnUvotMkn 


BT31S tl 




BudnwGoHiBl 


T9MB7 




8tud>Dt Vdttn: 








• T40W 




ChxMl. Muria and L»tuiM 


9 4UM 




B«ul AetiTitioi, Ma NoysH>B 


T8HST 




AitkudPriH* 


in4W 




Dtily Muiion Subsidy 


OH 00 






1 300 00 




Onivecritar Bank 


3TS3 IS 




Alunild'Bubaidifa 


saaooo 






8BSB7M 




PnbUe Hedtli Fiq>M-« 


T2S0 28 






»MOU 




Tdq>ho». 


7MI W 




Rirtiritii Alloinaon 


34M7 58 






IBTSSOO 






« llOU M 


060 85481 








ft 730 M 
7»0e7I 




EWtun 






ia«2U«S 




R«P«ln 


73 797 40 






B 413 TB 
BHl M 
13 001 10 




Huper Libniy Eipaiiw 




OrMDWood E>U Eip«» 


eUOBB 




Fuel 


81 4SS 00 






SI B30M 






• easMOT 


340)00 31 






BtuduitSiaviM 


17S«Se3 




Boob 


ao 700 00 






103 880 M 




fii„lio. 


iQ»8 4a 






S soot 84 


738 IIT Bl 


Dbh 




iDrtructloa 


en4»3u 






ai 73B M 




UnhwMW Colkw En™- 


8009 90 






14 sse4» 






61 903 38 

11 




CwinlroTwMd 
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ACCOVNTINQ PROBLEMS: INTERMEDIATE 
UNIVERSITY OF CHXCAOO 



Statement of Univeraity Receipta and ExpeDdituiM 






Year Boded June 30, 19— 
BipeiKUMcei 


• sua 00 

31 STB 00 
1 100 00 

U 180 38 
fl 181 T8 




Bnw^FoTwud 
nrinitr aohoot: 

Book. 


tS807 IS 

1 ud Student 8ai- 


1 706 307 45 
»217 0» 


lAvBebocJ: 

lutniction 
Book! 


S S 6M 9S 
46 St6S3 
SOOOOO 

1 sse M 

a soe SI 

4SS 18 


S8D88at 


Sohoal of Eduatlon; 

(1) Collie of EduntioD: 


1107 078 47 


■9tS87«74 


iFio* 





(3) Swonduy Scbool: 

Adminjatrmtioo BipenM t 161 38 

lutruetion Sa 470 9S 

Btudrat Bfrviet and Cnrar mod McBinuy 

Bohotuihipi 3 aw 00 

(3) EleDHDtuy SnhcKd: 

Adminktrmtion Expanae t 3 460 00 
IiwtnictioD 33 sse 66 
Btudcnt Berv™ 3B0 00 

(4) Behool of Eduution, Gciural: 

InrtiuotiiHi tI2 391 SI 

EqidpIDMit utd Expenea Id 0TB 49 

Book* 

Sehool of CommetM md Admintotwtioii! 

lutnifftion 

Book! 

Supidkauid EquipmMrt 



Lecture-Study InMniction 
Lectun-Study Bipraw 
CoFTMpoiideiuifrStudr Initnictira 
CorropDndflnefr^ltudy Expenve 
lutitute of Sscred Litentuts 
ToUl 



t 2 184 39 








1 230 00 




0660 33 






25 342 31 


1 34 443 31 




800 00 






58 173 00 


t 4 SSO 00 




3 766 74 




2S369 11 








8 478 35 
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FINANCIAL STATEMENTS AND REPORTS 105 

POKM XLn. — Boston CItr Club — CompuadTe Prcdt uid Loss Statemont 
— Baluice Sheet — ComparatiTa Department Operating Statement. 

BOSTON CITY CLUB 



Comparative Profit and Lom Statement 
For the Twelve Months Ended December 31, 1920 aad 1919 



Bn 


• I 738 01 


11 074 41 


Otmim 






BillBntauidFool 


638 eo 






10 409 40 


2S218 3S 


Buber Bhop aDd Shina 


4S3 49 






■3 099 11 


• 184 S4 




• 27 139 64 


■ 61 TIS 20 


AoDiuIDiua 


18S 121 60 




iDtwtrt on Bull BmUn«. eto. 


6386 62 


2 710 31 


DiHount 


4 062 07 


4 EOS 14 


N.«^>i4.tf* 




61 84 




343 00 


807 10 




24 S07OO 






6 871 21 






e 142 36 






»264 954 11 




Oe»nU E^tHOM* ' 






Hoiw SulHiM ud Wmo 


t SB 749 58 


« 76 126 76 




3 070 97 






IS 004 06 


13 647 68 






SODOOO 


Fuel 


12 640 32 


680 63 




IB 079 79 


IS 760 17 


Debmtun lotmrt 




12 113 12 


TUM 


16 000 40 






4 404 96 


2 302 61 


LUhtins 


9 484 IS 


8 311 17 


Repuim and Rcoenti 


8030 20 


0689 69 




1 247 28 


1 611 32 


Ii»urBn« 






Baluy of avic Becretuy 


3008 52 


2 669 30 




4 224 S3 


2 S9S 33 








Publicity Committes 


4 496 08 


2 878 8» 




13 SO 


35 65 


Forum Committn 




1 064 31 




10 21 


• 4 34 


ToUl Geoenl EipenMa 


»208 052 47 


81 M 741 « 


Nrt Profit foe thg twdn> aoDth* euTied to Surplu* 


A<^= 






1 58 901 64 


. 61 639 SI 
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ACCOUNTINO PROBLEMS: INTERMEDIATE 

BOflTON CITY CLUB 

EidubitB 

Comparative Department Operating StBtement 

For tlie Twelve Montha Ended December 31, 1930 Mid 1919 



Hfl: BunilM C<siBuin«l 

Board ol Emplayeffl 
OcDcnl 
■ ProBt or Loa— Exhibit A 



ExpMiw : BuppliH Consumed 




Onw Pradt— EihlbH 

BUfittrda tnd Pool 

Tt«veniu: From Me 



iben 



BoaiTd dI EinpI<qrMa 

Ona Profit— Exhibit A 

R«v«nue: Fnai Members 
Eipen— 1 Wish 



QroM Proflt— Exhibit A 

Revenue: Pron Member* 
Kxpenew : WKfca 



) 5 OZl 34 
Ufi 4S 
S 403 «3 II 030 S: 



I 48 13S SO 
■ S S9T 40 

H3 se 

30 823 IB 31 684 40 



t 44 831 « 

Btt 4; 

• 44 887 K 



* 84 7M AT 



■ 33 MI 11 
S 9S3 44 

too w 

3 020 37 
24T 64 33 8 13 Bl 

t 7B 288 76 



t 8004 00 
E42 8S 

e «3T 4S 



e 9se 06 

2 228 25 12 188 21 
i <83 49 



• 4 S19 78 
• 3 830 34 

3 788 66 7 fllS 89 



• ii 2issa 


.nm„ 


S SOS 03 


i 4 276 31 




16 084 40 
, 2B 218 36 


• 11 lOi 40 


0073 77 


t 2 118 63 


t 4 661 78 
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PlNANClAL STATEMENTS AND nEPORTS 
BOSTON CITY CLUB 



Exhibit C 








Balance Sheet 








Aa at December 31 


.1920 






Cumnt A»la: 




ttamn 




Ciuh ia Bulk. BDd on Bud 












HouHAcoounta 


tSOaST 71 








4 S43 36 






WwTm 


S66 78 

tSi 987 SI 






Lw-RfWTH lor Unp^ Dun ud 








W« T.. M 700 11 








LlM — Rservs for DoubUul Acoouuta 1 Ml SO 


e 892 00 


TB 2eS 83 








ZmOBM 




ToUlCuiniitAwti 






1170 lOl 4T 


iBvertment.- 








U. B. Lit»rtr t«D Bond. 




• lOOOOOO 


















SflOOOOO 


CpiUIA«ta: 












•837 880 37 








S3 SOS 33 




linm. Cn)ck«y, Olw, et«. 




13WIU 






WW 048 M 








3SVSM00 




Tot*] Capital Aaeta 




855 ess 14 


itodonption FuDd-Caah in Bank: 












408 SI 


Daftrmid AneU: 








Uneipired Inauraaea 






8 874 81 


Total AMola 






"'^■^"^ 
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ACCOVNTINQ PROBLEMS: INTERMEDIATE 

BOSTON CITY CLUB 

Exhibit C — Continued 

Balance Sheet 

Aa »t December 31, 1920 



AcoounM Paymbla 


1 23 324 94 




A<Hn»dIntMM( 


7 872 68 






i* 236 77 




War Tu CoUeotiou 






UnemtlHl-fcr Wmm 


TOO U 




ToUl Cunent LUbOitlea 






Fnpkld Aium.1 Duel (To DMamlwai, 1021) 




103 233 33 


RtMTve lor DsbcDtun Bondi 1908 aod UU«t 




408 SI 








MortM«Not. 


tarsooooo 






113 300 00 










ToUl C>i»ta] LiibUitua 




4fie aoooo 


~B^M, Jutury 1, 1S20 


•244 089 08 




Add— NM FroGt for Uw jmz u pa Profit Md Laa 






Aocount— Erfiibit A ise 801 »4 






Add— Iiati«tloii F«* Truulemd 11 TZO 00 






•e8e2iM 

Dwluot^Rwrra lor Diprec»tioD on 






R«l Ettate 111 TSO 00 












tor Doubtful AoMunU 1 OSl M 12 801 H 
Net Additiou to Surplua 


SG 820 10 








209 889 1« 


Total LiabiHtiM and Burplu* 
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FINANCIAL STATEMENTS AND REPORTS 1 

>-■ t- >-itD 3 S i- S SSS SSr- 

i E Sg g I S I lg§ Hi 



18 
38 



I J 



im' 






I s s 



.111. si K 




a ' 

e 

I 



S8§S8SSS838;33S$g3 8 8 



i |i 






ail ' 

3 -S ffl -B ^ 



I § s g a =f "I- Sit 
Kj^Jio Szs s 
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ACCOUNTING PROBLEMS: INTERMEDIATE 
THE MUTUAL INSURANCE COMPANY 



Statemeot of Income for the Year Ending December 31, 1921 


I»«m. Credita: 












1 1 711 we 8S 




Remwid Pnmiuma 




10 188 808 71 










SU340mM 








laa no si 


Bhana of Surpliu Laft oa Dipont 






12 073 M 


InUrst OD Mortocs Lous 






777 700 98 


InUiart and Dividend* on Stoeki ud Bond* 






8 083 313 02 


iDtanst on CcdUtarkt Lowa 






4 391 9S 


Inlanrt on Bank Bal«»«i 






21408 34 


iDtanM on Poltoy Loana and Pnmium Notai 






0M212(» 


RanU 






US 142 72 


Total IneoBio 






280 7« 
tlO 141 14S 28 


EipeiiwandCharcta: 








DMlbCLaimi 




tit»34S»ia 








850 477 » 




Sumadar Valuta 




1 18SSM0e 




SluMolSuivlua 




1 21] 102 11 








■ 7 BIO 061 84 








92 S78 47 








1 TS3 55S BS 






and 






L«i>l Gipanae 




323 aas 33 




luuraaca, Taiea. and Lieanae Fsia 




lOT 738 40 




Printing, SUtioneiy, Pu/niture and Bupplica 




82eM 4S 




Raa) Eita« Tush Eipenw and Rest 










Ei- 










43 029 21 












Totd EipaDNi and CbM(«i 




10 482 789 3S 


Netlneome 






$ a 0S8 3W 87 
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FINANCIAL STATEMENTS A^/D REpOrTS 

PoKU XLIV. — national Bank Balance Shoot. 

STATEMENT OF CONDITION 

March 4, 1918 



ReBouroeo 

Loons and Diecounta . *226 921 469 12 

OrerdraftB, Secured and TToMcured 20 68S 07 

U. S. Certificates of Indebtedness 76 322 600 00 

U. S. Liberty Bonds 12 689 967 51 

Other Bonds and Securities 20 760 931 SO 

Stock of Federal Reserre Bank 1 200 000 00 

U. 8. and Other Bonds borrowed 21 100 000 00 

Bonds Loaned 60 000 00 

Banking House 2 000 000 00 

Due from Banks and Bankers 8 448 141 63 

Checks and Other Cash IteiuB 2 018 609 26 

Exchanges for Clearing House 33 244 836 05 
Cash in Vault and Net Amount due from Federal Reserre 

Bank 87 108 823 24 

Interest Accrued 1 240 466 36 

Customers' Obligations % Bank's Contingent Liability 1 340 000 00 
Customers' Liability under Letters of Credit and Accept- 



Liabililiee 

Capital Stock paid in t26 000 000 00 

Surplus Fund 16 000 000 00 

Undivided Profits, less expenses and taxes paid 6 269 348 78 

Reserved tor Taxes, etc. 1 669 848 68 

Dividends unpaid 23 080 50 

Letters of Credit 14 892 813 49 

Acceptances executed for Customers 28 602 970 40 

Deposits 356 446 602 54 

U. S. and Other Bonds borrowed 21 100 000 00 

Unearned Discount 1 336 092 11 

Rediscounts with Federal Reserve Bank 14 704 697 19 

Liabilities other than those above aUted 1 623 301 40 

$484 668 655 09 
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112 ACCOUNTINO PROBLEMS: INTERMEDIATE 

EORH XLV. — A UuMCliiiaetts Tnut CompaiiT— Balance Sheets. 

A MASSACHUSETTS TRUST COMPANY 

Banking Depflrtment 



Dnitod Stota Bmdi • 8 OOB «M 

M*HHhiH*tta Boikda Wl 

Ftdovl RMwva Buk Stook 4£0 000 

Bonk dcporitwi with V. B. Tnunrv 461 000 

Othv Btoeki md Boodi 11 837 SU 

Loua on Rol Ertkto 3 181 ITg 

Dcnuuid LouK with CotUtanl 13 087 S81 

Otlur D«au)d 1mu» 8 831 3T0 

Tlnw Loui witii Qdtotoral 14 723 3V6 

OUiv Tim* Lduu «3 843 »3S 

Aseeptaaoaa 10 221 70S 

BnbMice* tct CImHuc Howa 9 887 280 

Onrdraf ta 733 

B«Iikiiic HouM utd RmI EttM,t» 3 070 819 

Skis Depont Vaults 279 SIB 

Cuitomen' LUbUity on Account of Nota RsdiBountad 7 13» 8*7 

War Bavinat, Thrift and Hevgnua Btamp* 8 807 

Due from Fedaral RwirTa Bank IS 003 401 

I>ue fnim Otha Banka 7 S0< 303 
Cuh: 



Currenoy and ^Mda 




3 308 473 


OtlMirCaahIt«mi 




f-m-airiio 


liMOMm 






Capitid BtMk 




• 7000 000 


BuipluaFund 






lTDdi*ided Euninia, ha Eukdmm, IntmM and Taiw Paid 




097 001 


D«K-iU: 






Dunand: 






Bubjeot to ChMk 




108 S34 70S 


For PajmiMit of Couponi, etc. 




1487 005 


CertiOoata* of Dtpodt 




7 110 003 


C«tifi«lCh«k. 




008 630 


Troamrer-i ChwkB 




8 773 878 


Tina: 






CartiSnta* at Daporit not FayabU within Thirty Day* 




1011 2SB 


Open AacounU not Payable within Thirty Day, 




1 808 418 


DuetoRaaerraBuika 




3 800 680 


Doe to Other Buika 




8773 644 


Dividandi Unpaid 




77 778 










10 831 736 






662 668 


tUaarved toi Depredation 




£83 814 






284 GIS 


Notaa Rediacouitod 




iillu-^l 



„Gooi^lc 



FINANCIAL STATEMENTS AND REPORTS 
Truat Department 



DdHwI Slata Bond* • 3 136 117 SO 

8tota Bnuda WO eSO M 

City, County tai Tova Bondi ■ 4 013 793 2S 

Rulrad Booda 3 3iS 903 95 

Btnet Railway Boodi 3T« STT 12 

MindluBoiB Bond* 732 003 M 

Bank SUxka 8 OGT OM 04 

BaOrgad Btoeki fl 1S7 IfiS M 

a 1 8CS 081 es 

I IT 970 074 11 

Loan on Keal i^Uta S 028 4M 08 

Loan viUi CoUatcrak or Bantim 8S 44G 2S 

NotM ot Individual* 22 V30 W 

NotM of Corpontlona 404 403 54 

BhI £^tat8 Owned 2 4SB 817 93 



Dtpoata in Savlnaa Banki 

Dspc^la in Natioaal Banlo or Tnut Campai^M 



Bavingg Department 



InvectmoDta AutliaiiKl for Bavins* Bankc 
PubliB Fundi 
Dua from Nation*] Banka and Truat Comp 



U» 443 84* 41 

&S0 S31 13 

B 3S2 MS Vl 



t 


i2eoooo 

724 00 




t 


12 OSS 00 

2ea oo 


1 13 224 00 
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Fouc XLVL— A HaaMchnMtts Savinca Buk. 

A MAS8ACHUSETTS SA^^NGS BANK 
Statement of Condition, October 31, 1919 



Rulroad Bondi »nd Notoi 

Btiwt Rciliny Bonda 

BortoD Tvmiaia Co. Bondi 

Amsiou Tal. Ic TeL Co, BoDdi 

Btoolu of Bulla uxl Truit Compuilfa 

373 LouM on Rnl Ektats (■iwnae of suh, Ue,M2.t3) 

2S0 Lou* on Pmonul SMUrity 

Buiken' AeoepUnoM 

Busk Buildiiis uid FiituriB (tatisuCail nlue. 11,1)17,000 

11,617,000} 
HmI EMkte by Fonolonn, ate. (nHMd value, t41,TD0) 
Depoaiti in Natloaal Btnki or Tniat Compuiita 
CMb mod Cub llama 
Total Anatt 



110 4o« tea 30 


14 SU 7H OO 


fiigooooo 


BOO 000 00 


1 084 Ml as 


418»«0 00 


33 IIB fill €0 


7 470 890 00 


i»e »48ia 


570 000 00 


81 eeo 18 


1 618 MS M 


OS 410 T4 



SSS 43A 171 03 



nt tTOT 3U 21 

2S 833 33 3783 1B2 M 
-Current aipeoM md rant not oharced oB 74 gll te flSS MI OS 

v InnalmeDta R«c«iv*d on Said ol LUwrty Lou Booda 183 B31 OP 

lal liatnlitui lOQ 640 823 33 
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Form ZLVm. — Form of Audit Report Cov«rlng Audit of *. Small Retail 



CHARLES M. FURBUSH ft COMPANY 

CBtmrtBD Public Accoumtamtb 

BOeroN 



The Newton MercaDtile Company 
260 Center Street 
Boston, Maaaachuaette 

Oentlemen: 

In accordance with your instructioiiB, we hare made an examination of 
your books and accounts as of December 31, 1921, for the purpose of eetab- 
lishing your assets and liabilities as at that date, and of preparing a state- 
ment of your financial operations for the year ended December 31, 1921. 

We submit the following statements, which are commented upon below : 

Exhibit A — Balance Sheet, December 31, 1921. 

Exhibit B— Profit and Loss Statement— Year Ended December 31, 1921. 

Exhibit C — Estimated Cash Requirements — Six Months Ended June 
31, 1923. 

Comments on die Balance Sheet 

We haTeverified the itema shown on the upended Balance Shaet (Exhibit 
A), and have satisfied ourselves that it correctly sets forth the company's 
financial condition at December 3t, 1921. 

The Accounts Receivable from Employees [S4fi0.30) represents the balances 
due on account of salea by the company to Mr. Morris (S26.30) and Mr. 
Wallia (S425.00). 

A physical inventory of merchandise was taken as of December 31, 1021, 
and conservatively priced at cost or market, whichever was lower. 

In order to establish the true liability to creditors ($5,120,00) we found 
it necessary to check the individual accounts with creditors with their in- 
voices and statements, which had been erroneously brought onto the hooka 
leas the cash discounts. 

The Notes Payable comprise the following: 

Date Payee Due Rate Amount 

12/1/21 Newton Trust Company 2/1/22 7% $1 000 00 

11/10/21 T. Lawrence Mayer 1/10/22 6% 1 200 00 

9/1/21 Roderick N. Shaw 12/1/21 6% 600 00 

We obtained independent verification from the Newton Trust Company 
of the note for S1,000 held by them. The notes due Mr. T. Lawrence 
Mayer and Mr. Roderick N, Shaw are as shown on the books, and have not 
been verified independently. 



)vGoo'^lc 



PWANCiAL STATEMENTS AND REPORTS 111 

Commsnta on the Opera.tiiig Statement 
Although the operationa for the year have reBulted^in a profit of only 
S800.00, it must be borne in mind that the past year was the first year of the 
company's exietence, that buamees conditiona in general during the period 
hare been bad, that undoubtedly loasee have had to be taken on goods in 
stock due to the fall in prices of various articles, and that the inventory as 
of December 31, 1921, has been conservatively priced. 
A condensed summary of the operations for the year ia as follows: 



Net Sales 
Cost of 8aleB 
Gross Profit on Salea 

Operating Expenaea: 

Rent (net) 

Discouote 

Other Expenses 

Depreciation of Furniture and Hx- 

Net Profit from Operations 
Interest Charges (net) 
Net Profit fOT the Yea r 

The above summary shows that the operating overhead for the paftt year 
has been too large in comparison with the business done, although it has been 
kept as low as possible under the existing conditions. 

Estimated Cash Reqnlrementa 
for Six Months Ended June 30, 1922 

We have discussed with Mr. Shaw the outlook of the business for the next 
■is months with a view to ascertaining the estimated cash requirements of 
the busineoB for that period, and we submit, in Exhibit C appended, a state- 
ment setting forth these requirements. 

This eatimate is based upon an anticipated business of approximately 
$25,000, for the eix months' period, upon purchases being kept at a minimum, 
and upon every possible economy in operation. 

From the appended statement it will be noted that credit will have to be 
obtained in the amount of approximately S6,500 in order to carry the company 
through the winter months. This may be accomplished by Bank Loans or 
by purchases on credit payable during the six months following June 30, 
1922. So far as current indebtedness is concerned, the company will thus 
be in approximately the same position six months hence as it was on Decem- 
ber 31, 1021. 





Amount 

«42 812 51 

30 281 18 


Ratio to 
Net Sales 
100.00% 

70 73 




S12 531 33 


29 27 


$5 173 00 

2 SOO 00 

1 835 62 

2 000 67 






163 08 


11 662 37 

9 86806 

68 96 


27 24 

2 03 

16 




S 600 00 


1 87 
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In coDcluBion, we desire to ezpreas our apprecitition for the courteajr and 

attention extended to us during the progress of our work, and to express our 

willingnees to be of assistance in giving you any further information you 

may deaiie regarding this report and the operation of your books of account. 

Respectfully Hubmitted, 

(Signed) Ceablbs M. Fubbubb & Coupant, 
CtrHfUd P^Mic AccvutUmtU. 
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NEWTON MERCANTILE COMPANY 

Exhibit A 

BaUnea Sheet— December 31, 1921 

Aflaeta 
Current Aaaeta : 
Cuh: 

In Bank S 235 60 

Petty Caah 125 10 

Change Fund 15 00 $ 375 70 

Aecounbi Receiv&ble: 

fVom Ciutomen— Schedule I $4 238 60 
SYom Employeee 450 30 4 688 90 

Merchandise Inventor; 8 921 10 $13 985 70 

Furn iture and Firturee {at coet) 586 20 

Deferred Chargee to Operationa: 
Influrance Prepaid S 135 00 

Office Siqjpliea on Hand 72 10 207 10 

Total Aaaeta tU 779 00 

LiabiUtiea, Rcaervea, and Capital 
Current Liabilitiea: 







»S 120 00 




NotM Pajable 




2 700 00 




Accrued Expenses 




60 00 




Accrued Interest on Notee Fayable 




42 80 


f 7 922 80 


ReaervMT 






For Loss on Bad Debts 




S 428 70 






627 SO 


I 056 20 


Partners' Capital: 








T. Lawrence Mayer: 








Investment 


$2 500 00 






Add— 50% of profit for year 








(Exhibit B) 


















J2 500 00 






Add— 60% of profit for year 








(Exhibit B) 


400 00 


2 900 00 


5 800 00 


Total liabflitieB. Reserves, and Capital 




$14 779 00 
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NEWTON MERCANTILE COMPANY 

Eriiibit B 

ftofit and Low Stfttcment for Year Ended Deoembw 31. 1921 





Amount 


Net Sales 


NetSalu 




M2 812 51 


100.00% 


Deduct-Coat of Goods Sold: 








Inventory, January 1, 1921 


•3 042 08 






Net Purehaees for the Year 


^ ISO 20 






Total Cost of Goods 


»39 202 28 




Lees— InTsntory, December 31, 








1921 


8 921 10 


30 281 18 


70.73 


Oroes Profit an Salee 




912 531 33 


20.27 


Deduct— Operating Expenses. 








Salaries 


%5 173 00 






Rent 


3 200 00 






Discounts 


1 835 62 






Store Expenses 


1 225 SO 








521 80 






Stationery and Postage 


162 75 






Insurance 


01 62 














tares 


153 08 


12 363 37 
S 167 06 


28.81 


Net Profit from Operations 




.46 


Add— Other Income: 








Rental of Store Space 


S 700 00 






Interest on Bank Balance 


8 20 






Cash Variance 


14 B2 


723 12 


1 M 


Tot^ Income 




S 891 08 


2.16 


Deduct--OUier Charges: 








Interest on Notes P^able 




91 08 


.21 


Net Profit for the Year 




S 800 00 


1.04 






S 400 00 




T. Lawrence Mayer 50% 








400 00 
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NEWTON MERCANTILE COMPANY 



Exhibit c 


Estimated Casli or Credit Requirements for Six Moatlu 


Ended June 30, 1922 


Cash on Hand—January 1, 1922 


S 235 60 


Estimated Cash CoUoctions from Sales and Ac- 


counts Receivable 


SIS 000 00 






Accountfl Payable and Aocniato, Do. 




cember31, 1921 


»& 222 SO 


Note Payable— Newton Trust Com- 




pany, due February 1, 1922 


I 000 00 




11 817 80 


Salaries 


2 675 00 


Advertising 


17S 00 


Rent 


1 260 00 


Inouranca 


SO 00 


DisoounU 


670 00 


Store EitpenMB 


500 00 


Stationery and Postage 


100 00 


Interest on Notes Payablfl 


75 00 


Accounting Services 


300 00 24 736 60 








for the Six MoDtha S6 500 00 
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UNIFORH ACCOUNTING SYSTEMS FOR TRADE ASSO- 
CIATIONS 

Within recent years a large number of trade associations have 
made a study of accounting problems peculiar to their particular 
industry for the purpose of working out uniform systems for use 
by the members of the association. 

The following is a representative list of some of the aaeocia- 
tions which have prepared and adopted uniform systems: 

Steel Burel M&nufacturen Aasociatioa 

The Ameriout Boiler ManufactuiiDg AsBociation 

The Americaii Face Brick Anooiation 

The National Association of Box Manufacturers 

Folding Box Manufacturers National AMOciation 

The National Association of Brass Manufacturers 

National Cannere Association 

The Casket Manufacturen Association of America 

P(»iland Cement AHSOciation 

American Association of Fharmaceutioal Chemista 

National Association of finishers <A Cotton Fabrics 

The National Cloak, Suit ft Skirt Manufacturers Asaoeiatioa 

National Coal Association 

National Confectiotter«' Association of the United States 

National Association of Dyers and Cleaners 

Mectarioal Manufacturers Council 

National Association of Electrical Contractors and Dealers 

Biscuit and Cracker Manufacturers Aanciation of the United States 

The Steel Founders' Society of America 

American Foundrymen's Association 

National Foundrymen's Association 

National Association of Upholstered Furniture Manufacturen 

Heating and Piping Contractors National Association 

National Warm Air Heating and Ventilating Association 

National Association of Ice Industries 

National Implement and Vehicle Association of the United States of 



Label Manufacturers National Association 

National Association of Employing Lithographers 

Lime Association 

Southern Sash, Door and Millwork Manufacturers Association 

North Carolina Pine Association 

West Coast Lumbermen's Association 

California White and Sugar Pine Manufacturing Association 

National Paint, and Oil Varnish Association 

American Photo-Engravers Association 
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Writing Filter Monuf acturera ABSociation 

CoTer Paper Manuf acturera AssociatioD 

Newsprint Service Bureau 

United IVpothetae of America 

Atlantic Coast Shipbuilders' AnociatioD 

Missouri Valley Association Sand and Gravel Producers 

National Association of Sheet and Tin Plato Manufacturers 

The Central Association of Stove Monufacturras 

National Aseoci&tion of Stove ManufaotoKn 

Truck Owners Conference, Inc. 

National Machine Tool Builders' Association 

The National Tent and Awning Monufactuien Association 

American Warehousemen's Association 
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CLASSIFIED PROBLEMS AND EXERCISES 



THEORY AND PRACTICE 



„Gooi^lc 



„Gooi^lc 



CONSTRUCTION OF FINANCIAL STATEMENTS 

Group A — Sngje Proprietorship Statements 

Problem 1 



T. L. DAVIS 






Adjusted Trial Balanoe— June 30, 1922 




Cash on Hand uid in B&uk 


» 2 640 00 




Notes Reoeiv&ble 


7 2fi0 00 






38 425 00 




Interett Accrued on NoteB R()ceivH,ble 


3fi 00- 




MerchandiM Inventory, June 30, 1921 (coat) 


165 900 00 




lAnd (coBt) 


12 000 00 




Store Building (book value) 


50 000 00 




Store FixtiaroB (book value) 


1 680 00 






620 00 




DeUveiy Equipment (book value) 


2400 00 




Oarage SuppUee on Hand 


140 00 




Store and Office Supplies Unuaed 


86 00 






675 00 






110 00 




Accounts Payable 




( S2 300 00 


Notes Payable 




75 000 00 


Mortgage Payable i 




25 OOO 00 


Interest Accrued on Notes Payable- 




125 00 


Interest Accrued on Mortgage Payable 




1 260 00 


Salaries Accrued 




320 00 


Taxes Aoerued 




210 00 


T. L. Davie, Capital 




125 000 00 


jr. L. Davia, Currmt 


7 590 00 




Sales 




54t 250 00 


Sales Ketums and Allowances 


5 420 00 




Purchases 


478 000 00 








2 160 00 
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Adjuated Trial Bdftnee — June 30, 1922— Continued 



Freight, Expresa, and Cartage In 


$ 8 340 00 




Salaries and Wages 


22 000 00 




Advertising 


4 210 00 




Heat and Light 


»50 00, 




Printing and Stationery 


142 00 




Portage and Suppliea 


290 OQ 




Telephone and Telegnuna 


175 00 




Taxes 


1 680 00 




Insurance 


I 120 00 




Freight Outward 


186 00. 




Shipping Supplies 


92 00 






2 830 00 




Discounts on Purchases 




S 3 22fi 00 


Discounts on Sdes 


2 190 00 




Interest on Notes Receivable 




140 00 


Interest on Notes Payable 


4 200 00 




Interest on Mortgage Payable 


1 250 00 




Depreciation of Building 


1 200 00 




Maintenance of Building 


320 00 




Depreciation of Equipment 


500 00 




Loss on Bad Debts 


875 00 




Interest on Bank Balances 




62 00 


Red Cross Donation 


200 00 




Collection EjcpenaeB 


49S 00 




Sales of Boms, Paper, and Waste 




74 00 




S820 tt6 00 


S826 116 00 


Inventory, June 30, 1922 


»172 500 00 





Required: 

(a) Balanc8Bheet— statement form, vith current asaets first 

(b) Profit and loas statement showing detaUed expenses 

Comments. — In preparing the balance sheet, use the following subheadings: 
Asaets: Liabilities: 

Current Assets Current Liabilities 

Fixed Assets Fixed Liabilities 

Deferred Charges to Operations 
(See Form I) 



)vGoo'^lc 



CLASSIFIED PROBLEMS AND EXERCISES 129 

It has been Mr. Davis's practice not to cany any teeerres on bia books, 
but to credit the annual depreciation to the asset accounts. Such ao- 
oountB, ther^oK, appear in the trial balance at the book or depreciated 
value. This is not the best practice. 

In setting up the profit and loss statement, show operating expenses ia 
detail- They are not to be departmentised. List them with the hu^er 
items first, (See Form II.) 

Special attention should be given to the form and arrangement of the 
statements. Observe carefully instructions regarding: 

Punctuation Capitalization 

Marginal indentations Underscoring 

Abbreviations Proper grouping of accounts 
Study the nwddformt 
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Problem 2 

W. F. ZIEGLER 







iMuKoort) 


S 12 250 00 




Bton Building (cost) 


45 000 00 




Reoerre for Depreciation ol Ston Building 




S 4 500 00 


Store Equipment (cMt) 


15 200 00 








4 560 00 


Office Equipment (cort) 


2 670 00 








800 00 


Delivery Equipment (eoet) 


10 500 00 










ment 




3 500 00 


Cuh in Banks 


12 500 00 




Petty Cash Fund 


350 00 




Notes ReceiTable 


39 260 00 




Notee Receivable Discxtunted 




7 500 00 


InterOBt Accrued on Notes Reoeivable 


no 00 




AccountB ReceiTable 


120 310 00 




Reeerve for Lose on Bad Debts 




1 160 00 


MerchandifB Inventory, 9/30/20 


152 000 00 




Interest Prepaid on Notes Payable Discounted 


540 00 




Insurance Prepaid 


620 00 




Garage Supplies on Hand 


762 00 




.Office Supplies on Hand 


249 00 




AdvertiainB Material mi Hand 


2 231 00 




Interest CoUoctod in Advance on Notes Re- 






ceivable 




76 00 


W. F. Ziegler, Capital 




225 000 00 


W. P. Ziegler, Current 


2 968 00 




Notes Payable 




go 000 00 


Accounts Payable 




68 700 00 


Mortgage Payable 




26 000 00 


Salaries and Wages Accrued 




700 00 


Taxes Accrued 




2 310 00 


Sales 




650 125 00 


Sales lUtums and AUowancee 


7 58D 00 






462 350 00 




Purchase Returns 




1 290 00 


IHsGounta on Purchases 




9 830 00 


Loss on Bad Debts 


2 100 00 




Interest on Notes Receivable 




320 00 


Interest onNotes Payable 


4 500 00 




Interest on Mortgage Payable 


1 500 00 




Freight and Exptees In 


18 230 00 
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Adjusted Trial Balance— September 30, 1921— Continued 

Buying and Receiving EzpenMS f 24 MO 00 

Selling ExpenM 104 450 00 

Delivery Ezpenae 14 320 00 

Credit and Collection Expense 4 230 00 

General AdministratiTe Expense 16 2S0 00 

Maintenance of Real Estate 8 260 00 

tl 086 370 00 tl 086 370 00 

Merohftadise Inventor;, September 30, 1921, tl68,250. 

Required: 

(a) Balance sheet — account form, with current assets first 

(b) Profit and loss statement 

Comments. — Um only the primary subheadinga in the balance sheet. 
(Form I.) The various reserves should be shown as deductions from the 
correlative asset acoounta. (Form VI.} Notes Receivable Discounted 
should be shown as a deduction from tbe Notes Receivable aeoount. 

Interest Collected in Advance on Notes Receivable will be shown as a 
current liability. 

Attention is called to the fact that only departmental expense aeeounts 
are shown in the trial balance. When this is done, it is usually customary 
to file with the profit and lom statement a summarised analysis of the 
various departmental items, setting forth the details of each. (See Form 
XVIII.) 

Give careful attention to the technical details of the statemente. 
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Problem 3 

JAMES A. CROSBY 



Trial B&lanoe, Deoember 31, 1921 




Und (coat) 1 


20 7M00 




Wharves and WarehouaeB (book value) 


12 626 00 




Office BuildinK (book value) 


720 00 




Hones, WasOD»> and Equipment (book 






value) 


4 221 40 




Office Equipment (book value) 


2 169 75 




Cash 


6 786 90 






149 678 40 




Notes Beceivable 


2 560 00 




Office SuppUes on Hand 


240 00 




Inventoty, December 31, 1920 (cost) - 


90 2S4 SO 




Accounta Payable 




% 52 86»36 


Notes Payable 




40 000 00 


SalM 




734 432 46 




12 738 60 




Purchases 


ACS 20£ 76 








14 768 91 


Wages of Yardmen and Helpers 


9 689 42 




Stable ExpensM 


6 139 60 




Selling Eiqpenaea 


27 196 41 






46 132 90 




Interest on Notes Receivable 




462 91 


Loss on Bad Accounts and Notes Re- 






ceivable 


1 624 00 




Cash Diacounte on Purchases 




1 729 42 




960 47 




Interest on Notes Payable 


400 00 




James A. Crosby, Capital 




170 842 10 


James A. Crosby, Current 


2 977 06 




« 


015 105 16 


SI 015 105 16 


Inventory, December 31, 1921 


$72 237 60 





Required : 

(a) Balance sheet — ^report fonn with fixed assets first 

(b) Profit and loss statement with detailed expenses 

(c) Mr. Crosby's business is a growing one, and he desires 
to expand it considerably. With this idea in mind he 
applies at hia bank for a loan of .t60jO(X) for the pur- 
chase of a lot of land adjoining hia present property and 
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the erection of new structures. He submits the state- 
ments which you have just made as a basis for the loan. 
Would you, as credit manager of the bank, approve this 
loan? Give reasons for your answer. 

CommentB. — Mr. Croeby conducte a lumber business in Boston. The 
real estate consiats of waterfront property and includes wharfage, ofBoe 
building, stable and sheds for the storage of lumber. 

The charges for freight and towing are added to the invoice cost of the 
lumber when it is received, and are eh&rged directly to the purchases 
account, no account with Freight being kept. 

The yardmen and helpers unload and pile the lumber and load the teams 
when orders are filled. No basis of distribution being shown, this item 
will be carried as an operating expense. Stable expenses include stable 
supplies used, repairs to wagons, fodder, veteriuory's charges, depreciation, 
and wages of drivers. 

No attempt need be made to classify the operating expensee. List them 
in order of their importance. (See Form II.) 

For the purpDees of this problem you may base your answer to (c) on 
the working capital ratio or the ratio between current assets and current 
liabilities. The ratio of current assete to current liabilities should be at 
least two and one-half to one to warrant further extension of credit. The 
credit man would consider many other elements, but they will not be taken 
into Bcoount in solving this problem. 
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Problem 4 

E. C. EWING 



Trial Balance, December 31, 


1920 




Land (cost) 




» 3 000 00 




BuUdin^ (c«t) 




15 400 00 




Hones &ad Wagons (cost) 




2 9S0 00 




Gash 




3 469 70 




Accounts Receivable 




4 697 60 




Notes Receivable 




1*160 00 




Merchandise on Hand, June 30, 1920 (c 


Oflt) 


3 674 96 




Accounts Pa]fab]e 






% 4 627 70 


Note* i^yable 






1 000 00 


E. C. Eving, CapitcJ 






20 600 00 


E. C. Ewing, Drawings 




600 00 




Sales 




434 50 


20 221 86 






11 261 76 


234 16 


Freight Inward 




326 30 




Selling Expenses 




1 716 40 




Delivery Eipenses 




682 36 








976 84 








124 60 




Interest Charges 




96 87 




Interest Earnings 






129 67 








3 080 00 


Reserve for Depreciation of Horses and 


Wagons 




690 00 


Reserve for Loss of Bad Debte 






78 30 




$60 561 67 


$60 561 67 


Merchandise on Band, December 31, 1920 (cost) 




$2 892 60 



Make the proper proviBion for depreciation of buildings. Esti- 
mated life of buildingB, twenty years. Charge General Admin- 
istrative Expense. 

Make the proper provision for depreciation of horses and 
widens. Estimated life, ten years. The charge is to be divided 
equally between Freight Inward and Delivery Expenses. 

Mr. Ewing desires to set up a further reserve for losses on 
account of bad debts amounting to one per cent of the net salea 
for the period. 

Interest accrued to date on interest bearing notes payable, 
924.50. 

Portion of cost of insurance policies appUcable to the current 
pmod, t62.2S. Chai^ General Administrative Expense. 
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There are office aupplies on hand which cost S34. When 
acquired these supplies were charged to General Administrative 
Expense. 

Required: 

(a) Adjusting entries (See Form IV) 

(b) Balance sheet — current assets first 

(c) Profit uid loss statement 

(d) The estimated life of the buUding is 20 years. On ap- 
proximately what date was it acquired? 

(e) Compute: 

(1) The turnover for the period 

(2) Rate per cent of gross profit on sales 

(3) Bate per cent of gross profit on cost of sales 

(4) Bate per cent of net profit on the average capital 
for the period. 

Commenta. — Mr. Ewing coaducta a small retail busineaa. Apparently 
be neither allows cash discounts on aalea nor takes advantage of caah di»- 
eounte offered by creditotB; or, if such items do occur, tbey have been 
treated as direct deductions from 9alee and Purchasee, respectively. 

For convenience in making up the profit and loss statement the debit 
and credit footings of the Purchases and Sales accounts are shown instead 
of the balances of these accounts. The Purchases accoimt has been charged 
with gross purchases and credited with purchase returns and allowances. 
The Sales account has been credited with gross sales and debited with sales 
returns and allowances. This information should be considered when 
drawing up the profit and loss statement. 

In the adjusting entries, when making debits or credits to expense ac- 
counts, care should be taken to use the expense accounts already on the 
books BO far as is possible. In this ease, general expense accounts only 
are kept in the general ledger; consequently, only these accounts should 
be used. New expense or income accounts should be opened only when 
adjusting extraneous items, and then only when the necessary accounts 
are not already on the books. Of course, when detailed expense accounts 
are kept in the general ledger they should be used in making Uie adjusting 
entries. 

The horses and wagons are used for both hauling inward and hauling 
outward. Consequently, expenses for repairs, teamstera' salaries, board- 
ing, depreciation, etc., should be divided between HniiUng Inward and 
Dehvery Expense. 
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Group B — P^artnenhip Statements 

Problem 5 

JONES & MARTIN 



Adjusted Trial Balance, June 30, 1020 




Office Furniture (book value) S 


1 625 00 




Store Furniture and Fixturea (book value) 


3 970 00 




Machinery (book value) 


2 2fl0 00 




Cash 


37 002 40 




Imprest Cash Fund 


260 00 




AccouDta Receivable 


167 842 60 




Amounts Due from Consignees 


28 249 00 




Notea Receivable 


66 209 40 




Interest Accrued on Notes Receivable 


1 780 50 




MerchandiBc on Hand, December 31, 1919 






(cost) 


160 293 78 




Goods in Hands of Consignees (cost) 


20 ISO 50 




Insurance Prepaid 


2 940 83 




Stationery on Hand 


540 00 




Accounts Payable 


( 


160 290 40 


Notes Payable 




95 530 60 


Interest Accrued on Notes Payable 




I 650 80 


Taxes Accrued 




780 00 


Sales 




690 607 00 


Sales Returns and Allowances 


7 890 00 




Purchase 


532 738 00 




Purchase Returns and Allowances 




8 921 20 


Freight Inward 


2 769 80 




Salee of Consigned Goods (gross profit) 




26 170 80 


Advertising 


25 962 50 




Salaries of Salesmen 


47 580 00 • 




Traveling Eicpenisea 


48 260 25 




Delivery Expense 


5 445 70 




Miscellaneous Store Expense 


6 699 22 




Office Salaries 


23 752 80 




Office Supplies Used 


19 260 50 




Taxes and Insurance 


5 326 70 




Altering and Trimming Department Ex- 






penses 


5 740 90 




Commissions 


24 236 60 




Interest Earnings 




6 290 00 


Interest Charges 


10 250 15 








4 659 00 


Cash Discounts on Sales 


1 769 80 




E. J. Jones, Capital 




194 460 00 
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Ad justed Trial Balance, June 30, 1020— Continued 

E. J. Jones, Current 19 763 00 

F. C. Martin. Capital 98 346 70 
F. C. Martin, Current 5 237 00 

<1 286 706 40 11 286 706 40 
Merchandise on hand, June 30, 1920 (cost), »210,730. 

Required: 

(&) Pro^t and loss etatement 

(b) Balance sheet — account form (cxurent assets first) 

(c) Write up the closing entries up to and including the 
point at which the gross trading profit is closed into the 
Profit and Loss account (omit explanations, but skip & 
line between each entry) 

(d) On July 15, 1920, the concern applied to the First 
National Bank for a loan of $50,000. Would you, 
as credit man for the bank, approve this loan, basing 
your decision on the statements just made up? Give 
reasons for your answer 

(e) The inventory of Jvme 30, 1920, is stated at $210,730. 
Of this amount $1,680 was included as the proper pro- 
portional part of the altering and trimming depart- 
ment expenses for the period. Of the remaining 
$209,050 how much represents the invoice cost of the 
proper portion of freight inward? 

CoBUUMitB. — Mesare. Jones and Martin conduct a wholesale millinery 
buuness. Tkey rent the second and third floors of a large building in the 
wholesale district of Boston. Profits are shared in the proportion o( two- 
thlrda to Mr. Jones and one-third to Mr. Martin. 

In this line of business there ate two busy seasons, from January 15 to 
April 15, and from August 1 to October I. The chances of goods sud- 
denly becoming more or less unsalable because of changing styles and the 
possibility of purchasing goods which will not appeal to the buying pubUc 
are large. While profits are large they must necessarily be so, for the busy 
eeaaons must pay for the dull. If a business of this kind ia well conducted, 
when the semi-annual statements are made out, the stock should be pretty 
well reduced and the business of the past season cleaned up in bo far as 
possible. This is essential in order that the business may be in proper 
shape to start upon the activities of the approachiofi season. 

The concern owns several sewing niachines and other small machines 
which are used in remodeling and trimming hats, either to suit the require- 
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menbi of purchasen or because eert&in styles have become unsalable. 
Tlus work is carried on in a separate room. The expenses of this depart^ 
ment, vhich include wages of operators, supplies used, etc, are charged 
to an account called "Altering and Trimming Department EipenBea." Tna»- 
much aa these expensee affect the coat of the goods sold, they should be 
included in that port of the profit and ^loss 8tat«roent which is used to 
anive at the gross profit on sales. Presumably a certain proportion of 
theee expenses is included in the cost of goods on hand. 

The concern makes a practice of sending out certain goods on consign- 
ment to be sold, on a commission basis, by the consignees. When a ship- 
ment of this kind tskes place, sn entry is made debiting "Goods in Hands 
of Consignees" and crediting "Purchases" for the cost of the- goods shipped 
When the goods are reported sold, an entiy is made crediting "Sales of Con- 
signed Goods" for the selling price, charging "Comnussion" for the com- 
mission charged by the consignee and "Amounts Due from Consignees" 
for the difierenoe between the oonunission charged snd the selling prioe. 
Another entry is then made debiting "Sales <tf Consigned Goods" and 
crediting "Goods in Hands <tf Consignees" for the coat of the goods sold. 
Cash received from consignees is credited to the "Amounts Due from 
Consignees" account through the Cash Book. The balance of the "Sales 
ti Consigned Goods" account thus shows the gross profit on sales of con- 
fli^ed goods. 

When making up the profit sJid loss statement this figure should appear 
lust below and as an addition to the groea profit on salee made by the 
home office in order to arrive at the total gross profit on ealea. See Form 
VII for method of showing division of the net profit or loss for the period in 
the profit and loss statement. 

In preparing the balance sheet the balance of Goods in Hands of Con- 
signees account should appear just below Merchandise on Hand under 
current assets. See Form VI for arrangement of Capital section of balance 
sheet for a partnership. The Commission acoount will appear as an operating 
expense in the profit and loss statement. 
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Problem 6 

MERVILLE AND MORROW 



TriaJ BaUnee, September 30, 


,1920 




(Before adjuBtisR) 






Cash in Bonk $ 


I £20 00 




Petty Cwh Fund 


100 00 




Accounts Receivable 


20 426 00 




Reserve for Loea on Bad Aecoimta 




t 272 00 


Delivery Equipment (eoBt) 


4 200 00 




Reserve for Depreciation of Delivery Equip- 






ment 




8« 00 




3 GOO 00 




Reserve for Depreciation of Offiee Equipment 




350 00 


MerchandiM Inventory, September 30, 1019 


8 106 00 






13 140 00 








5 800 00 


Notes Payable Diacounted 




9 000 00 


B. E. MervUle. Loan 




5 000 00 


Accounts Payable 




18 360 00 


Salaries Accrued 




540 00 


E. E. Merville, Capital 




10 000 00 


W. C. Morrow, Coital 




8 OOO 00 


E. E. Merville, Current 


1 850 00 




W. C. Morrow, Current 


1 478 00 




Sales 




16fi 325 00 


Sales Returns and Allowances 


3 304 00 






ISO 250 00 




Freight and Cartage Inward 


2 820 00 








2 165 00 


LiabiUty Insurance 


195 00 




Advertising 


924 50 




Office Salaries 


3820 00 




Postage 


100 00 




Satariee of Salesmen 


3 435 00 






125 00 




Rent 


3 500 00 




Heating and Lighting 


210 00 




Legal Expense (collections) 


50 00 




"Insurance on Stock and Fixtures 


420^00 




Interest on Bank Balance 




S 50 




2 602 70 




Purchase Discounts 




2 910 26 


Interest on Nat«a Payable 


105 00 




Telephone and Telegrams 


28 90 
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Trial Balance, September 30, 1920— Coptinued 



TaxM 




$ 152 00 




SaleB af Junk 






965 00 


Caah Variance 




2 55 




DeUvery Expense 




1 353 00 




Traveling Expenses 




550 00 




Sundry General Expenses 




83 10 






1920 


S228 G36 75 
19 875 00 


1228 536 75 







The following iDformation is to be considered in making such 
adjustments in the above accounts as may be necessary as of 
September 30, 1920: 

(1) Oil, tires, and other automobile aupplles on hand, S243.75. 

(2) Unused postage, $16.10. 

(3) Salaries Accrued, S438. 

(4) Salaries of Salesmen includes advances on account of 
October salary, $125. 

(5) The notes payable owing at bank were discounted as 
follows: September 1, 1920, $5,000 payable in 2 months, dis- 
counted at 6%. September 10, 1920, $4,000 payable in 30 days, 
discounted at 6%, 

(6) The bank statement shows interest on balances not 
recorded, $5.20. 

(7) Goods amounting to $1,200 received from Siegel & Com- 
pany on September 30 have been taken into the inventory but 
do not appear on the books. 

(S) The insurance on stock and fixtures was taken out 
September 30, 1919, for a period of three years. 

(9) Rent is $100 in arrears. 
/ (10) Adjust the reserve for loss on bad accounts to an amount 
equivalent to lii% of the sum due from customers. 

(11) Provide for depreciation as follows: Delivery equip- 
ment 20% per annum. Office equipment 10% per annum. 

(12) Profits and losses are to be shared in proportion to the 
original investments of the partners. 

Required: 

(a) Adjusting entries with complete particulars 

(b) Working sheet (Use twelve columns) 
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(c) Balance sheet — Account form (Form IX) 

(d) Profit and loss statement (list operating expenses 
separately). 

CtanmentB. —Assuming that September 30 is the dose of the fiscal year, 
ibs journal entries will be set up in proper form and posted to the working 
sheet. (See Form IV.) 

See model of twelve-column working sheet on'pages Zi and 23. (Form V.) 

Set up Intereet Prepaid on Notes Payable Discounted account in adjust- 
ment (6). Charge this account and credit Interest on Notes Payable for 
the interest on Notes Payable from September 30 until due date of the 
notes. 

Cash Variance will be treated as an e^>enae and shown as "Other Ex- 
penses" in the profit and loes statement, 



Problem 7 

The firm of William Black & Company conducts a tradiDg 
business at 500 Broadway, Syracuse, N, Y. The cashier has had 
general supervision of the bookkeeping, and having been in the 
employ of the firm a long time, in addition to the above duties, he 
has also acted in the capacity of confident!^ secretary. 

On the evening of the Slst of October, 1918, a fire was dis- 
covered in that part of the office where the books and filing system 
were located. The actions of the cashier on the following morning 
added color to the mysterious conflagration. An investigation 
revealed the startling fact that nearly all of the accounting records 
were destroyed. The cashier found it convenient to visit friends 
in another city. The members of the firm started an investi- 
gation. The work of gathering the available information and 
preparing such exhibits as may be possible, under the circum- 
stances, is placed in your hands. 

A rough copy of the Balance Sheet of December 31, 1917, is 
found in a dust-covered pigeon-hole. It reveals the following: 
Capital account, $22,500; real estate, $18,000; store fixtures, 
SI, 500; office fixtures, $1,200; reserve for depreciation of store 
fixtures, $75; reserve for depreciation of office fixtures, $60; de- 
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livery equipment, $700; reserve for depreciatioD of delivery equip- 
ment, $70; cash balance, $2,900; merchandise inventory, $11,400; 
due creditofB, $2,243.10; due from customers, $1,865; notes 
receivable on hand, $4,690; notes payable outstanding, $2,540; 
mortgage payaUe, $14,000; interest payable accrued, $700; 
wages accrued, $350; insurance prepaid, $123.60; advertisii^ 
prepaid, $200; expense accrued, $40.50. 

From various' sources, the following information as to the 
business transacted between January 1, 1918, and October 31, 
1018, was assembled: Purchases, $26,500; sales, $31,900; notes 
issued, $18,500; returns to creditors, $180; notes receivable from 
customers, $27,500; retuniB by customers, $220.50; interest paid, 
$1,000; wages paid, $7,290; expenses paid, $536; repairs to build- 
ing, $640; due from customers on open accoimt, $2,444.50; due 
to creditors, $2,563.10; notes receivable on hand, $074.85; notes 
payable outstanding, $4,815; cash in safe, $176.92; pass book 
balance, $3,716; checks outstanding, $1,807.15. 

Merchandise inventory, October 31, 1918, $16,800; wages 
accrued, $145; interest receivable accrued, $95; interest payable 
accrued, $110; advertising prepaid, $38; insurance prepaid, $49.30. 

Increase the reserve for depreciation of store and office furni- 
ture 7%; deUvery equipment 10%; and create a reserve for 
depreciation of real estate 2%, and for doubtful accounts 3% of 
the customers' balances. 

Required: 

A working sheet, profit and loss statement, and a balance 
sheet are suggested as proper means of reflecting the con- 
dition of the company's afTairs as at the last date 
named. You will set them up in proper form. 

Commenta. — This problem iUufitr&tea a tTpioal use of the working sheet 
when it becomee aeceeeory not only to make ndjustmente at the close of 
the period but also to reoord currant tranBactiona which are miaamg because 
of the defltruction of the records. Such items must be gathered from var- 

In this problem the first two columns of the working sheet may be used 
for the balance sheet as of December 31, 1917; the next two for current 
transactions, followed by two each for the trial balance as at the time of 
fire, adjuatmenta as at October 31, 1918, adjusted trial balance, profit and 
loss items, and balance sheet items. Such an arrangement would neceasi' 
tate the use of fourteen columns. The same purpose would be served by 
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luing one Bet of oolumns for both eumnt trutsutions and adjuatmentB 
and omitting the trial balance at the time of fiie. Under this plan trading 
columns may be used if desired and but twelve columns would be required. 
The latter plan is recommended. 

From the information available it will be necessary to find by deduction 
oertain cash items among the current bansactions. For instance, tha 
amount due from customers on open account as at October 31, I91S, is 
pven at $2,444.50. Presumably this is the correct amount. From data 
available the balance due is found to be S6,044.S0, found as follows: (Bal. 
Jan. 1, $1,865 plus Sales, $31,900) minus (Notes received, $27,500 plus returns, 
$220.60). Therefore, it may be assumed that the difference, or $3,600, was 
received in cash, for which an vatry must be made as follows: 

Cash $3 600 

Accounts Receivable $3 600 

It will be necessary to handle Accounts Payable, Notes Payable, Notes 
Receivable and Gash in a nmilar manner. A convenient way of getting 
the proper balance is by setting up skeleton ledger accounts. 

A final analysis of the Cash acoount will develop a cashier's shortage 
which may be carried as an asset or may be treated as a loss, dependingupon 
whether the cashier is bonded, whether there is a possibihty of the shortage 
being made good, or whether it is oousidered as a total Ices. In any event 
the profit and loss statement should reflect the net profit or loss to date of 
fire, the shortage being shown at the end of the statement if treated as a loss. 

The balance sheet will be set up in the usual report form with items 
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Problem 8 

TAYLOR, WOOD AND COMPANY 

Trial Balance, September 30, IB2Q 



lie S78 04 
24 831 48 
2 602 03 



F. H. Taylor, Capital 

C. F. WoodB, Capital 

L. F. Jotuuion, CapitiJ 

F. C. Taylor, Drawing 

C. F. Wood, Drawing 

L. F. Johnson, Dr&wing 

Notes Receivable 

Ial«reat 

Accounts ReceivaUe 

Inventory, Septemba 1 

Shipping SuppUes 

Office Supplies 

Insurance Unexpired 

Horses and Wagons 

Furniture and Fixtuiea 

Real Estate 

Notes Payable 

Accounts Payable 

Traveling Ezpensea 

Rent 

Discount 

Freight Inward 

Purchases 

Wamsutta Mills Stock 

Office Salaries 

Shipping Department Salaries 

Delivery Expenaes 

Sales 

Discounts on Purchases 

Discounts on Sales 

Collection and Exchange , 

Returned Purchases 

Returned Sales 

Reserve for Bad Debts 

Office Expenses 

Cash 



The above accounts are representative of a wholesale dry goods 
businesa conducted by three partners under the firm name of 
Taylor, Wood & Co. The trial balance covers a period of one 
month. 





10 £03 69 




61 27 


112 43 




7 45 






297 84 


172 20 






121 60 


15 06 




6 36S 70 




«67 302 79 


$67 302 79 
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The merchandise on hand September 30 amounts to $22,372.76; 
furniture and fixtures are valued at $2,450; horses and wagons, 
$736; insurance unexpired, $260; shipping supplies on hand, 
$93.25; office supplies on hand, $106.50; real estate, $12,250; 
Wamsutta Mills stock, $1,150. 

The note of the firm for $5,000 is a demand note issued 
September 26 and bearing interest at 6%; the note of $1,000 
held by the firm was received on September 9 and bears interest 
at 6%. 

The real estate owned by the firm is a building at 74 Chestnut 
St., which cost $12,000, and which is occupied by a tenant. At 
the time of closing the books on August 31 the value of the prop- 
erty was increased to $12,250; on that date rent accrued for 
August of $100 was charged to the Real Estate account; Septem- 
ber 2, $200 rent was received from the tenant for August and 
September, which was credited to Real Estate, leaving the present 
balance of $12,150 

The building occupied by the firm for business purposes is 
rented at $300 per month. 

The ten shares of Wamsutta Mills stock were bought on August 
13 for $105 per share; the book value was increased August 31, 
at the time of closing the books, to $1,150. No dividend has 
been received on the stock. 

One per cent of the gross sales is to be set aside as a reserve 
for bad debts. 

By the terms of the partnership agreement, 6% interest is to 
be allowed each partner on his capital account. Taylor is allowed 
a monthly salary of $150; Wood, $200; Johnson, $225. The 
salary of each partner for September has been credited to the 
respective drawing accoimts. 

An analysis of the Interest account shows interest accrued 
on notes receivable as of August 31, $12.75; interest accrued on 
notes payable, $166.67; interest paid during September, $208.33; 
interest received, $19.37. 

Required: 

(a) Adjusting entries 

(b) Profit and loss statement for September 

(c) Balance sheet — account form 

(d) Closing entries — skeleton form. 
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Comments. — The adjusting entries in the problem need caieful attenticoi. 
First, record the accrued interest on notes receivable and notes payable 
from date of each to September 30. 

The real estate should be carried at cost. The estimated increase in 
value should not appear on the books as a profit until the property has been 
disposed of at a profit. It will be necessary, therefore, to remove from this 
account the appreciation of S250. Charge this item to the partners and 
credit the Real Estate account. The rent items will also be removed from 
the Real Estate account and carried to the proper accounts. 

In like manner, the appreciation on Wamsutta Mills Stock will be chatted 
to the partners and credited to the stock account. Fluctuations in market 
value of stocks should not be reflected in the ledger accounte. The profit 
or loss on the stock will be taken when the stock is diapoaed of. 

Figure the interest on the partnets' capital for one month at 6% on the 
adjusted figures, after taking into coneideration the above items. 

Salary accounts will be kept with partners. Therefore, September salary 
should be removed from the Drawing accounts, and transferred to the Salary 
accounts. 

An entry will be made to open detailed interest accounts as per analysis, 
and to close out the general interest account charged with S36.M. 

See Form III for method of setting up okieing journal entries. 
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Problem 9 

AlexacdeT, Brown, and Clark entered into a partnership 
agreement on January Jj J92g^heir business being the operating 
of a dry goods store in Galesburg, Illinois. At December 31, 
1920, the trial balance of the partnership, before making any 
adjustments, was se follows: 



Alexander, Capital 




$50 000 00 


BrowB, Capital 




30 000 00 , 
20 000 00 i^ 


Clark, Capital 






H26 000 00 




Accounta Receivable, CuaWmere 


76 000 00 






8000 00 




Caah in Bank 


6 000 00 




Cash on Hand 


1 000 00 




Notes Fajabto 




60 000 00 


Acooimta Payable 




15 000 00 


Sales 




500 000 00 


Purchases, including Freight 


323 000 00 




Salaries and Store Expeuacfl 


126 000 00 




Bad Debts Written Off 


2500 00 




Interest Paid on Notes Payable 


6 000 00 






2 600 00 




Brown, Salary Paid 


4 000 00 




Claik, Salary Paid 


3 000 00 
$675 000 00 






$675 000 00 



The following adjustments are to be made: 

(1) Interest at 6% per annum charged or credited to partners. 
.Accept the amounts in capital accounts as being capital at Jan- 
uary 1, 1920. 

(2) Mr. Alexander owns the store and will be credited m 
monthly installments on first of each month (in advance) with 
$10,000 per annum for rent. Interest at 6% per annum to be 
allowed on these credits. 

(3) Of the interest paid on notes payable, $2,000 applies to 
period subsequent to December 31, 1920. 

(4) Provide for unpaid taxes, $1,000; and for \mpud i^ges, 
$1,500. 

(5) A reserve of $1,500 is necessarys for bad and doubtful 
accounts. 

(6) The inventory at December 31, 1920, is valued at $150,000. 
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(7) Of the profits, if any, after giving effect to these adjust- 
ments, credit 10% to Bonus to Department Managers and Sales* 
men. 

The profits or losses are divisible in the following proportions: 
Alexander, 40%; Brown, 33^%; Clark, 26%%- 

Reqoired: 

(a) Balance sheet as at December 31, 1920 

(b) Profit and loss statement for the year 1920 

(c) Statement of each partner's capital account, showing 
transactions for the year. 

(Adapted from lUinoit C. P. ^. Kxaminotton) 

CoDUnCBtl. — Hie ftdjuBtments in this problem need careful atteatioa. 
In (I) the item "Intereat at 6% per annum charged or credited to partners" 
may be construed to mean that the interest on capital investment is not to 
be passed through the profit and loss account, but is to be adjusted directly 

I through the capital accounts. In order to do this it will be neceesary to 
find each partner's share of the interest charge on partner's capital accord- 
ing to the ratio in which profits are shared. If the partner's proportion of 

' the intereat charge is greater than the amount of interest due him on his 
capital inTestmfint, his capital account will be charged with the difference; 
if leas, his capital account will be credited. Under this plan the aggregate 
net charges to certain partners will just equal the aggregate credits to others 
and will form the basis of the adjusting entry referred to above. 

In (2) find the aggregate time an installment of SS33.33 would be on inter- 
est to be equivalent to S833.33 payable monthly. For instance, the first 
installment would bear interest for 12 months, the second for 11 months, etc. 
In (7) Bonus to Department Managers and Salesmen is in the nature of a 
liabihty, and if there should be any such item in this statement it would 
appear in the balance sheet as a liability in the same manner as wages 
accrued. 
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Qioap C — Corporatton Statements 

Problem 10 

f^m the following accounts, prepare a balance sheet that 
will exhibit a correct view of the net worth: 

AccoviDte ReMJT&bU S 60 000 

Accounbi Fsyable 20 000 

Bonds Outstanding 100 000 

Cash on Hand 100 000 

Common Stock OutHtanding 100 000 

Dividends on Preferred Stock Due and Unpaid 10 000 

Inventories at Coet 10 000 

Notes Receivable 6 000 

Notes Payablq 213 000 

Plant Account (cost) 200 000 

Preferred Stock Outstanding 100 000 

Profit and Loss Account (debit balance) 126 000 

Reserve for Depreciation 30 000 

Reeerve for Federal Taxes 2 000 

Reserve for Shrinkage of Inventory Values S 000 

Reserve for Possible Loss in Accounts Receivable 1 000 

Reeerve for Bonds past due 10 000 

Treasury Stock (conunon) £0 000 

Treasury Stock (preferred) £0 000 

Required: 

Balance sheet — Report form — Fixed assets first. 

iFrom North Carolina C. P. A. Examination) 

Comments. — This problem ia for the purpose of affording practice in the 
arrangement of a corporat« balance sheet. Reference is made to Forms 
IX and XII for suggestions regarding form and arrangement. 

The capital it«ms should be shown as the last group on the liabliity aide, 
and it ia recommended that the debit balance of Profit and Loss account be 
shown as a deduction from the total capital and tbua reveal more clearly the 
extent to which capital has become impaired. (See Form XXXI.) 

An alternate onangement would be to show the deficit as the last item 
on the asset side of the statement. 
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Problem U 

THE 30MERT0N MANUFACTURING COMPANY 

Trial Balance, December 31, 192 1 

Cash in Bank % 66 000 00 

Imprest Cash Fund SAO 00 

Merchandise Inventory, January 1, 1921 ' 95 760 00 

Fumituro and Equipment IS 200 00 

CoDBigned Goods Account 12 760 00 

Ajax Mining Stock, 3,000 Hharea, par SlOO 300 000 00 

Premium Paid for Leasehold ' 25 000 00 

Accounts Receivable 275 460 00 

Accounts Payable t 66 290 00 

Notes Payable 20 000 00 

Purchases 620 275 OO 

Bales Returns and Allowanoea 4 806 00 

Sales 975 240 00 

Wages 110 650 00 

Rent 12 000 00 

Taxes 3 865 00 

Factory Expenses 45 385 00 

Office Salaries 9 575 00 

Sundry Expenses 22 860 00 

Income from Investments 15 300 00 

Capital Stock 400 000 00 

Surplus, January 1, 1920 137 196 00 

tl 613 026 00 »1 613 026 00 

The above trial balance is taken at the close of the fiscal year 
before adjusting and closing entries have been made. The 
following items must be taken into consideration in making up 
the financial statements : 

(a) Leasehold was acquired January I, 1921, and expires 
December 31, 1930. 

(b) Goods on hand, December 31, 1921, S95,900.. 

(c) Provision is made for discounts and bad debts to the extent 
of 5% of the balance of customers' accounts at the close of the 
period. 

(d) The notes payable are held by the bank. They were dis- 
counted on December 1, 1921, and fall due March 1, 1922. The 
discount at 6% was charged to Sundry Expenses when the notes 
were negotiated. 
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(e) A diTidend of 6% was declared on December 20, 1921, on 
the Ajax stock, payable January 10, 1922, 

(f) Provide for depreciation of furniture and equipment at 
10% per annum. 

(s) Wages accrued since the last pay day amount to $1,200 
on December 31, 1921. 

(h) The directors have declared a 10% dividend payable 
to all stockholders of record on January 15, 1922. 

Required. 

(a) Necessary adjusting entries 

(b) Balance sheet as of December 31, 1921 — report form 

(c) Profit and loss statement for year ending December 31, 
1921. 

Commsnta. — Consigned Goods account consists of goods consigned at 
coet to Belling agents in New York City for sale on a commission baaia. 
The coat of these goods amounted to $13,000, and charges on same hare 
been paid to the amount of S7fiO. No report has been received on these 

The Leasehold Premium must be written off over the life of the lease. 

This company is engaged in the production of an assembled machine. 
They purohaw all their parts from other manufacturers and assemble them 
for the market The coat of the saJea will therefore be represented by the 
Inventory, January I, 1921, plus Purchaaes, Wages, Rent, Tales, and Fac- 
tory Expoues, less Inventory, December 31, 1921. 



Problem 12 
The directors of a manufacturing company submit the follow- 
ing trial balance to an accoimtant, requesting that he inform 
them as to what percentage of dividend they may safely declare 
out of the year's net income: 

Trial Balance — December 81, 1922 

Hed Estate S94 000 00 

Plant and Machinery 80 000 00 

Patents and Good-Will 160 000 00 
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Inrentory, J&nuary 1, 1022 S5S 000 00 

Purchases 165 000 00 

Labor 176 000 00 

Coal 12 000 00 

Salaries, General 22 000 00 

Salaries, MsDagement 10 000 00 

Imurance 1 7S0 00 

Repairs 2 000 00 

Claims and Allowances 12 500 00 

Prepaid Freight (included in invoice price) 3 000 00 

Interest and Discount 1 SOO 00 

Cash 16 000 00 

Investments 31 000 00 

Miscellaneous Expenses 8 600 00 

Accounts Receivable 84 000 00 

Deficit, January 1, 1922 2 000 00 

Capital Stock $422 000 00 

Sales 438 350 00 

Accounts Payable 20 000 00 

Notes Payable 52 000 00 

Dividends on Stocks Owned 3 000 00 

Rentals 4 OOP 00 

»939 350 00^ S939 3C0 00 

Inventory, December 31, 1921, (53,000. Four employees, A, 
B, C, and D, receive as additional salaries the following per- 
centages of the earnings measured by the net income: A, 25%; 
B, 12>^%; C, 6K%; and D, 65<%. 

Depreciation for the period of 6 months ending December 
31, 1921, was not put upon the books. No additions have been 
made to the fixed assets within a year. 

Estimated discounts on the Accounts Receivable and Payable 
were not put upon the books January 1, 1922, These were, 
respectively, $400 and $750. 

The last two semi-annual dividends on preferred stock are 
unpaid. 

Required : 

(a) Balance sheet as of December 31, 1916 

(b) Profit and loss statement for the year 

(c) What ratio of dividend would you recommend? 

(Prom N«w York C. P. A. Examination) 
Comments. — This problem presents a few points somewhat out of the 
ordinary and should therefore be given careful study. While the Btat«ment 
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IB mftde th&t the last two semi-annual dividends on preferred stock ue un- 
paid there ia nothing in the problem to indicate how much of the capital 
stock ia preferred stock. If the financi&I statement at the cloae of the period 
should show a surplus, it would be well to indicate the portion of such surplus 
applicable to preferred dividends before any other dividend could be declared. 
thia cannot be done in this case. 

As there is no distinction made between raw materials and finished goods in 
the inventory, the cost of sales may be represented by the inventory, 
Janupry 1 plus purchases less inventary, December 31, and for the purpose 
of this problem, labor, coal, repairs, etc., may be trGat«d as operating ex- 
peoaes. After finding the net profit an additional charge will be made for 
the bonus to A, B, C, and D. This may be deducted at the end of the profit 
and losa statement. 

The depreciation for the six montha prior to December 31, 1Q21, should 
be brought on at a normal rate and charged to the Deficit, January 1, 1922. 
Current depreciation should also be provided for. 

Estimated discounts on the Accounts Receivable and Payable were not 
put upon the books January 1, 1922, While sales discounts are sometimes 
set up by charging anticipated Sales Discounts and crediting a Reserve for 
Soles Discounta, it ia inadviaable to anticipate purchase diaeounta aa this 
has the effect of anticipating profits. Aa accounts receivable are quite large 
some provision should be made for anticipated loss on bad debts. The 
item Prepaid Frei^t represents the amoimt due from customers for prepaid 



The trial balance of the A. B. Co., on January 1, 1912, appears 
ae follows: 

Cash fSO 100 Reserve for Disc. Accto., 

Accts. Receivable, gross 400 000 Receivable, 1/1/11 S12 060 

Notes Receivable 30 000 Reserve for Disc. Mdee., 

Merchandise Inventory, Invty., 1/1/11 12 000 

1/1/11, gross 240 000 Accts. Payable 90 000 

Merchandise Purchases, Not«s Payable 600 000 

to 1/1/12 1 250 000 Sales 1 500 000 
Prepaid Interest, 1/1/11 12 600 Purchase Discounts, Col- 
Interest, paidto 1/1/12 36 000 lected on Settlements 
Expensea, paid to 1/1/12 156 000 with Creditors S9 600 
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Reserro for Disc. Accts. 




Reserra for Bad Debts, 




PayaUe, 1/1/11 


S 4 000 


l/l/ll 


S 3 000 


Bad debts. Charged off 




Mdse. Returned to Cred- 




to 1/1/12 


2 500 


itors, to 1/1/12 


GO 000 


Returned Sales Custom- 




Collected on Accta. 




ers 


100 090 


Charged to P. A L. 




Salaries 


20 000 


in 1910 


500 


Taxes 


6 000 


Credit Insurance, re- 




Plant 


250 000 


ceived on 1910 Losses 


1 000 


Discounts Allowed Cua- 




Profit* Loss. 1/1/11 


56 000 


tomen 


61 900 


Capital Stock 


226 000 


»2 608 000 


2 608 000 



- The following information is stated: 

AccountB Payable, January 1, 1911, Gross, $80,000. 

Accounts Receivable, January 1, 1911, Gross, $300,000. 

Notes Payable, January 1, 1911, $500,000. Interest paid at 
6% to July 1, 1911. 

On July 1, 1911, $500,000 is renewed at 6% for 1 yearand 
$100,000 additional is borrowed at same rate for one year. 

Inventory, January 1, 1912, $320,000 Gross 

Goods bought on terms of 5% 30 days. 

Goods sold on terms of 4% 30 days. 

Reserve for Bad Debts, January 1, 1912, to be 1% on Gross 
Accounts Receivable 
Required: 

(a) Necessary adjusting entries 

(b) Profit and loss statement 

(c) Balance sheet. 

(Prom MoMoehuMtU C. P. A. Examination) 
Comments. — This problem requires careful analytical reasoning. It 
is evident that the Reserve for Disoount Accounts Receivable for 912,000 
shown in the trial balance represents the amount set up January 1, 
1911, being 4% of $300,000 accounts receivable on hand at that time. This 
has remained untouched throughout the year, the discounts allowed cus- 
tomers being charged to the account Discounts Allowed Customers, 951,900. 
An entry should be made closing the reserve against the Discounts Allowed 
Customers. A new reserve will then be created for Discounts on Accounts 
Receivable as of January I, 1912 (4% of 9400,000). 

The inventory of merchandise has been taken at invoice price. As the 
actual cost was 5% less, a reserve was set up January 1, 1911, for this amount 
(5% of 9240,000). This reserve should now be closed out, bringing the 
inventory down to cost. An entry^will then be made setting up the reserve 
as of January I, 1912 (5% of 9320,000). 
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PuTohase diacounta have been handled in lik« maniter. At the begiiiniiig 
of the year. Reserve for Discount Accounts Payable vas charged with 6% of 
S80,000. TIm discounts takoi during the year have been credited to Purchase 
Discounts instead of to the reserve account. Charge Purchase Discounts 
and credit the reserve account. 

Bad debts charged off during the year should be charged to the reserve 
account. Make proper entry to adjust and then set up reserve as of Jan- 
uary 1, 1012, to bring reserve up to 1% of accounts receivable as shown in 
trial balance. 

Interest is paid in advance to July 1, 1912, in the sum of 118,000. 
It will, therefore, be neceesaiy to adjust Prepaid Interest account so as to 
show thia amount. 

The statements wiU be set up in the usual form except that discounts 
allowed customers is deducted from sales and purchase discounts from pui^ 
cbaaee, instead of showing same after "Net Profit from Operations." 



Write a reply to the following letter, and prepare a balance 
sheet as requested therein: 

Dear Sir: 

Our bank has asked us for a statement for credit purpose. Will you 
please prepare one for ub7 

Our plants stand at their cost price, which is $30,400. We have set up 
a teaerre for a depredation of S10,200. There is a mortgage for S20,000 
on the plant and interest on the morieage is at 6%, and is paid up to three 
months ago. 

We hold S10,000 of notes receivable, and have discounted S25,000 of 
notes with the bank. Our accounts receivable, which we consider good, 
amount to S18,000, including 13,000 due from one of our employees 
posonal account. Our trade accounts receivable are subject to S% dis- 
count if paid at due date, and only S1,0D0 is now pest due. Our accounts 
in suspense amount to <4,000. I believe these are 50% good. 

We have ordered a new machine to cost 16,000, but it has not yet been 
delivered. We have endorsed a note for $6,000 for our friends, the A. B. 
Company, but I am confident they will take care of it when it is due. 

Our accounts payable amount to 94,200. Our insurance amounts to 
(400 a year, and has six months to run. We have a note at the bank for 
t5,000, interest paid to date. 

We own fifty shares of stock in the company from which we buy raw 



)vGoo'^lc 



156 ACCOUNTING PROBLEMS: INTERMEDIATE 

material This stock coat us S2,800 and is surely vorth it, though we mi^t 
have difficulty in selling it in a hurry. Our inventory ia t&lcen ftt & low 
seUing price, which is some 10% more than it cost us. The amount ia 
$17,000. In addition, we have a special contract for one of om ciistomera. 
The contract price ia $25,000. We have spent $12,000 on it, and expect 
to have to apend $4,000 more, and we have received $10,000 on account. 
Our cash in bank is $4,800, and caah in hand, $200. 

I have told you all the facta I think you need. Perhaps some are not 
required, but I want to give the bankers all the information they ou^t 
to have in the way they expect to get it. 

I do not, of course, expect you to accept any responsibility for the fig- 
ures in the statement, but simply to prepare the statement in the beat form 
you can from this letter. If you have any suggestions aa to how I can 
bett«r meet the bank's requiiements, please let me have them. 

(Signed) R. P. Jones. 

Required: 

Prepare a balance sheet following the form recommended 
by the Federal Reserve Board. (Form XXXI.) 

(From Ammcan iTutituU Examination) 



Comments. — Care ahould be used in handling the accounts receivaUe 
items. The trade accounts receivable amount to $16,000. Oi this amount, 
$1,000 is past due, leaving $14,000 not past due, and subject to a 5% dis- 
count. Set up a reserve for 5% of $14,000. This is perhaps more than 
will be taken, but it ia better to overestimate this item than to under- 
estimate it. Inasmuch as the accounts reoeivable in suspense are esti- 
mated to be worth only 50%, a reserve should be created for the $2,000 
not considered good. 

Show order for machine as a footnote to the balance sheet. Handle 
the contingent liability on account of endorsement in the same manner. 
The merchandise inventory must be reduced to cost figures. 

In handling the contract, it is considered better accounting not to antici- 
pate profits until completed. Cury aa an asset the net amount expended 
on account of contract. Hie details may be shown in parentheses. 
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From the following trial balance of the SampBon Company, 
December 31, 1919, after closing, prepare a statement of financial 
condition, such as m^t be presented to bankers : 



Debits 




Credits 






I 850 


Reaerre for Customers' 




Plant Property 


350 000 


Discounts f 


13 600 


Not«fl Receivable 


16 500 


Notes Payable 


36 000 


Finished Gooda 


47 800 


Surplus— Capital 


240 000 


Patents, Trade-Marks 




Profit and Loss 


243 660 


and Good-will 


600 000 


Beservefor Credit Losses 


15 000 


Prepaid Interest 


525 


Accounts Payable 


62 000 


Goods in Process 


53 750 






Cash 


S2 42S 


tion of Plant Property 


86 000 




750 


Salaries and Wages Pay- 




Materials and Supplies 


26 BOO 


able 


2 360 


Treasury Preferred 




Preferred Stock* 


100 000 


Stock 


5000 


Common Stocfcf 


400 000 


Customers 


145 SOO 


Dividends Payable 


2 000 






Accrued Taxes Payable 


1 500 


$1 200 000 


H 


200 000 



Required: 

Set up a balance sheet using as a model the form recom- 
mended in the bulletin of the Federal Reserve Board: 
"Approved Methods for the Preparation of Balance Sheet 
Statements" (See Form XXXI). 

{Frora American Inatitule Examination) 
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Problem 18 

Y AND Z COMPANY 



Trial BsUnce— July 1 


1920 




Cuh % 


4 006 07 






260 317 02 




Real Estate 


16 620 00 




Merchandise Inventory, January 1, 1920 


210 319 07 






35 318 72 




Bad Debt* Charged Off 


4 414 84 






738 898 43 




Expenses 


47 397 80 




Notes Receivable 


1 436 11 




Machinery 


3 780 00 




Sales 


S 


916 389 04 






176 119 28 


Notes Payable 




43 500 00 


Disoounta Received aa Merobandise Settl»- 






mentB 




29 320 16 


Capital Stook 




125 000 00 


Surplus 




24 078 58 


SI 312 407 06 SI 


312 407 06 



You are asked by a creditor to examine tlie books of the Y 
and Z Company and present a balance sheet as of July 1, 1920, 
together with a profit and loss statement, showing the results 
of the business for the preceding six months. 

On January 1, 1920, the merchandise inventory was $210,319.07 
and on July 1, 1920, it was $110,31S.67. You find these amounts 
in accordance with the stock sheets turned over to the book- 
keeper by the stock clerk. 

On January 1, 1920, the accounts receivable were {216,895.98, 
and on July 1, 1920, they were {250,317.02, and on January 1, 
1920, the merchandise accounts payable were $22,524.05, and on 
July 1, 1920, they were $175,119.28; you find that th« totals 
of the customers' and creditors' accounts on the sales and pur- 
chases ledgers on these dates are in agreement with the controlling 
accounts. 

Prepare statements which in your opinion will correctly rep- 
resent the condition of this company, and which give the creditor 
a true statement of its earning capacity for this period. 
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Required: 

(a) Balance sheet as of July 1, 1920 

(b) Profit and loss statement for six months ending July 1, 
1920. 

(From MattaehuaetU C. P. A. Examination) 

Comments. — Hie inventory figures and the amouat due from cuetomera 
and to ereditora both at the beguming and the close of the period are 
apparently for comparative purposes. There is insufficient data furnished 
to enable us to reconcile the balances of accounts receivable and accounts 
payable at the beginning of the period with the balances at the end. 

Both inventoiy figures will be used in the statementa ivhile the accounts 
receivable and accounts payable balances on January 1 may be ignored. 
The amount due from customers shows a slight increase while the amount 
due creditors has increased eightfold. The inventory shows a shrinkage 
of $100,000. 

The cash seems rather small in oomparison with the large amount due 
creditors. The stock has been turned a trifle more than five times. 

Approximately one-fourth of the sales are as yet unpaid; therefore, the 
average term of credit must be 90 days. The discounts allowed by cus- 
tomers amount to almost 4% of the sales. This aeenu like a laige discount 
it«m for sales made on a QOday basis. 
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Groiqi D — Manufacturing Statements 

Problem 17 

Proni the following items prepare the operating statement of 

the A Manufacturing Company for the fiscal year ending June 
30, 1919. Your statement should clearly set forth the cost of 
goods made, cost of goods sold, selling expenses, etc. 

'Advertising 96 000 00 

AMOcifttion 'Membenhip Duea 200 00 

Cash Disoount on Purchuea 3 000 00 

Cash Discount on Sales 2 100 00 

- CommiBBions Paid 7 750 00 

Depreciation, Machiuety and Equipment 3 7S0 OOl^ 

Depreciation on Buildings 3 600 00 

Direct Labor 135 000 00 

Dividends Paid 10 000 00 

Dividends Received on Stooks 1 800 00 

M Donations and Charity 300 00 

Factory General Exp^uH 1 200 00 

Faotoiy Office Sol&riea 7 000 00 

Factory Supplies 900 00 

Federal Income, Profits and Taxes 20 000 00 

Heat, Light, and Power 4 000 00 

Insurance, Fire 1 000 00 

. Insurance, Life (President's Life) fiOO 00 

Interest on Bonds Payable 3 SOO DO 

Interest on Notes Receivable 900 DO 

Interest on Notes Payable 1 600 00 

Interest on Bonds Owned 1 400 00 

Officers' Salaries 25 000 00 

Office Salaries 9 500 00 

'^PosUge 2 100 00 

1 Property Taxes 3 760 00^^ 

Raw Material Consumed 110 000 00 

Repairs to Machinery and Equipment 1 260 00 

Returned Sales G 000 00 

Sales 60fi 00000 

Salesmen's Salaries 21 000 00 

Stationery and Printing 8 700 00^- 

- Subscription to Trade Papers 26 00 

Superintendent of Factory 11 000 00 

"Telephone and Telegraph 1 900 00 

■ Traveling Ezpepse 4 500 00 

-, Sundry General Expense 1 250 00 
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The inventories of finished goods and work in process are as 
follows: 

July 1, 1918 June 30,1919 
Finished Goods S35 000 00 S40 000 00 

Woric in Pioce» 52 200 00 25 400 00 

Required: 

(a) Statement of cost of goods manufactured for year end- 
ing June 30, 1919 

(b) Profit and loss statement for year ending June 30, 1910. 

(From Wueontin C. P. A. Examination) 

CoauMnts. — An operating statemeot only is called for in this problem, 
the figures submitted being only such as are required for sudt purpose. 
While all the data submitted in this problem might be included in one 
operating statement headed "Manufacturing, Trading and Profit and Lose 
Statement," or some such title, eepectally as many of the manufacturing 
details are omitted, it is usually considered better practice to set up two 
statements, one for the purpose of showing the cost of the manufactured 
product for the period (Forms XIV and XVl), the tcoult of which is then 
transferred to a profit and loss statement in the usual form (Form XIU). 
The requirements in this problem call for such statements. 

Include in the Analysis of Cost of Goods Manufactured Statement all 
items that have to do directly with the manufacturing process. Isa^uch 
as the details concerning raw materials are not given, only the amount con- 
sumed can be shown in the statement. Items that represent both admin- 
istrative and factory expenses, and for which no basis of apportionment is 
given, such as Property Taxes, etc., may be included in Uie manufacture 
iug statement. 

Selling, administrattve and financial items will be shown in the profit 
«nd loaa statement in the usual form (Form XIIl). Federal Income Taxes 
will be shown as a separate deduction from the net income before providing 
for Federal Taxes. (See Form X.) 



From the following accounts appearing on the trial balance, 
prepare, without using figures, statements which you consider 
best calculated to set forth the operations of the year and the 
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financial position at December 31, 1916, assuming that you are 
preparing these statements on behalf of a bank which desires 
paper available for rediscount with the federal reserve bank. 



Accounts Payable 

Aoeoimta Beceivablfl 

Advertumg 

Buildings 

Capital Stock 

Capital Stock UnsubBcribed 

Caah OS Deposit 

DepreciatioD, Building, 1&16 

Depreciation, Machinery, 1916 

Discount Allowed on Sales 

Discount Recdved on Purchoaea 

Doubtful Accounts Reoeirable 

Factory Expense 

Finished Goods InTmtoiy.Ihieeniber 

31, 1915 
li^ght and Cartage Inward 
Freight and Cartage Outward 
Fuel 

Good-Will 

Insurance, BuiltUnp and Machinery 
Insurance, Finished Goods 
Insurance Unexpired, Buildings and 

Machinery 
Petty Cash 

Insurance Unexpired, Fiiushed Goods 
Interest Accrued on Inveatments 
InterMt Accrued on Mortgage Pay- 

aUe 
Interest Paid 
Interest Received 
Inveetmenta 
Labor Factory Payroll 



Material Inventory, 12/31/15 

Material Purchases 

Mortage on Plant 

Not« Payable 

Notes Receivable 

Office Ezpensee 

Commissions Paid Salesmen 

Office Furniture and Fixtures 

Office Payroll 

Organiiatioo Expenses <to be dis- 
tributed over three years from 
January 1, 1916) 

Payroll Factory Accrued 

Payroll Office Accrued 

Salaries General Officers 

Prepaid Taxes and Real EaUtA 

Profit and Loss, 1915 Surplus 

Repairs, Building 

Repairs, Machinery 

Reaerve for Bad and Doubtful Ac> 

Rwerve for Depreciation, Buildings 

Reserve for Depreciation,' Machinery 

Returns and Allowances on Sales 

Salaries Saleemen 

Sales 

Salesmen Accounts — Advances on 
Salaries 

Taxes, Income U. S. 

Subacriptions and Donations 

Taxes, Real Estate 

Work in Process Inventory, Decem- 
ber 31, lOlS 



Machinery 

The inventories, December 31, 1916, not on the books were: 
Finished goods Material work in process 

Required: 

Balance sheet — account form. 

{From Amtriean InttittOe Examinalum) 

Comments. — Follow as closely as possible form recommended by Federal 
Reserve Board for use of member banks. (Form XXXI.) 
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Problem 19 

MACFARLANE MANUFACTURING COMPANY 



Trial Balance— April 30, 1918 




Land and Buildings (coet) S 68 000 00 






36 800 00 




Office Furniture and Fixtures (cost) 


12 300 DO 






9 840 00 




Factor; Tools and Supplies (on hand Dec. 31, 






1915) 


834 00 




Cash 


2 960 00 






43 680 39 






8 000 00 




SecuiitiGfl Owned (coet) 


12 500 00 




Good-wm 


10 000 00 




Patent Righta 


8 400 00 




Raw Materials (on hand Dec. 31, 1915, Slfi, 






432.60; purchases, »46,380.40) 


61 813 00 




Manufacturing (in process Dec. SI, 191A) 


20 26S 80 




Finished Goods (on hand Deo. 31, 1916) 


36 261 15 




Bond Discount and Eipenaea 


» 000 00 




First Mortgage Bonds 




$70 000 00 


Accounts Payable 




17 676 16 


Capital Stock— Preferred (au^miied issue. 






1,000 shares, par SlOO each) 




70 000 00 








2,000 shares, par SlOO each) 




85 000 00 


Surplus (undivided profits, Deo. 31, 1916) 




13 869 20 






16 000 00 


Sales of Finished Goods 




85 239 41 


Salesmen's Salaries and Expenses 


8 269 40 




Delivery Expenses 


3 782 89 




Office Clerks' Salaries 


6 321 76 




General Office Supplies Used 


1 869 30 




Tai«a 


486 00 




Insurance 


1 240 00 




Direct Labor 


14 178 32 




Indirect Labor 


6 eSO 00 




Factory Heat, Light, and Poww 


2 730 46 




Reserve for Depreciation of Buildings 




15 000 DO 








Equipment 




7 682 40 






2800 00 






meat 




968 30 


$384 136 47 


$384 135 47 
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AdjiiBtments: 

Cost of biiildings, $45,000; estimated life, 30 years. 

Eetimated life of machinery and equipment, S years. 

Estimated life of office funuture and fixtures, 10 years. 

Estimated Ufe of salesroom equipment, 10 years. 

Factory tools and supplies on hand, April 30, 1916, $500. 

The first mortgage bonds were issued January 1, IM6, and 
mature January 1, 1926. The bond discount and expenses are 
to be written off over that time. 

The bonds bear interest at the rate of 6% per annum, payable 
January 1 and July 1. 

Insurance prepaid, $620. 

Raw materials on hand, AprO 30, 1916 $10 400 00 

Goods in process, April 30, 1916 36 126 50 

Finished goods on hand, April 30, 1916 28 740 80 

Required: 

(a) Adjusting entries 

(b) Manufactiuing statement 

(c) Profit and loss statement 

(d) Balance sheet — account form 

(e) Closing entries. 

Conunents. — Give careful att«iitioa to Illustrative Forms for suggestioDS 
regarding arraogemeiit of the baUaoe sheet and atatemento. 



Probleaa 20 

Thompson and Brown are partners operating under the name 
of Thompson and Company. The following is a trial balance of 
the partnership books at December 31, 1920: 

Cash % 103 000 00 

Accounts Receivable 187 000 00 

Notes Receivable 10 000 00 

Land SO 000 00 

Buildings 200 000 00 

Machinery and Tools 300 000 00 
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Office Fumitute 


S 10 000 00 




Factory Fixturea 


20 000 00 




Qood-WiU 


100 000 00 






100 000 00 




Raw Materials, Inventory, 1/1/20 


75 000 00 




Raw Materials Purchased 


300 000 00 




Productive Labor 


200 000 00 




Kon-Productive Labor 


100 000 00 




Inauranoe — Factot; 


10 000 00 




TaM»— Factory 


5000 00 






12 000 00 




RepauB— BiUlding, Factory 


2 000 00 




RepMW— Office Fixtures 


GOO 00 






7 000 00 




Salesmen's Salaries 


20 000 00 






12 000 00 






10 000 00 




Advertkmg 


50 000 00 




Frei^tOut 


10 000 00 




Cartage Out 


2 000 00 




Packing Supplies 


4 000 00 






10 000 00 




Office Salaries— Qerka 


15 000 00 




Office Stationery 


3 000 00 




CktBt Department Salaries 


12 000 00 




Factory— Stationery 


3 000 00 




PoBtage— Office 


6 000 00 




Telephone— Telegrams 


4 000 00 




DonaUons 


600 00 




Legal Expense. 


1 000 00 




Auditing 


1 000 00 






5000 00 






10 000 00 




Interest Paid 


2 000 00 




Heat, light, and Power 


24 000 00 








$ 80 000 00 


Cash Discount on Sales 


7 000 00 




Allowances on Salea 


37 000 00 




Interest Earned 




1 500 00 


Cash Discount on Purchases 




10 500 00 


Sales 




879 359 28 


Accounto Payable 




92 640 72 


Notee Payable 




100 000 00 


C. W. Thompson— Capital 




100 000 00 


J. R. Brown— Capital 




800 000 00 


C. W. Thompson— Drawing 


14 000 00 




J. R. Brown— Drawing 


10 000 00 
»2 064 000 00 






J2 064 000 00 
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The inventories at December 31, 1920, were as fdlows: 

lUw Material $125 000 00 

Manufacturing Supplies 2 000 00 

Packing SupplieB 2 000 00 

Prepaid Insurance I 000 00 

Advertising 6 000 00 

Office Stationery 1 000 00 

Accrued Interest— Notea Iteoeivable EOO 00 

Work in Prooesa 200 000 00 

You are to make provisioa for the following: 

Depreciation: 

Buildings 3% 

Machinery and Tools 10% 

Factory Fixtures 10% 

Office Fixtures 10% 

Taxes aoenied and unpaid December 81, 1920 t 3 000 00 

Accrued Productive Labor 3 000 00 

Accrued Non-Productive Labor 1 000 00 

Accrued Salaries of Salesmen fiOO 00 

Accrued CommissianB of Salesmen 10 000 00 

Bad Debts to be written off 3 000 00 

Accrued Interest— Notes Payable £00 00 

The partnership agreement provides that 6% interest on 
capital ia to be credited to each partner's account and profits are 
to be divided, Thompeon 60% and Brown 40% respectively. 
Brown is to receive a salary of $10,000 and Thompson a salary of 
$6,000. The salaries had not been credited to their accounts at 
December 31, 19^. 
Required: 

(a) Adjusting entries in proper form 

(b) Balance sheet — account form 

(c) Profit and loss statement 

(d) Cost of goods manufactured statement. 

(from Oki4i C. P. A. Bgajnination.'i 
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Problem 21 

The Bond Machine Manufacturing Company commenced 

business January 1, 1919, with a paid-up capital of $800,000. 

The following is a trial ba^ce of the general ledger at December 

31, 1919: 



Cwh 


$10 000 00 




100 000 00 


Notes Receivable 


13 000 00 


Liberty Booda 


100 000 00 


Land 


25 000 00 




150 000 00 


Machinery and Tools 


280 000 00 


Office Furniture 


6000 00 


Factory Fixtures 


16 000 00 


Oood-WiU 


200 000 00 


Raw Material 


350 000 00 


Productive Labor 


213 000 00 


NoD-Productive I^bor 


87 000 00 


Insurance, Factory 


6 000 00 


Taxes, Factory 


4 000 00 


Heat, Light, and Power, Factory 


20 000 00 




32 000 00 


Repwtfi, Office Furniture 


300 00 


Repairs, Buildings, Factory 


6 000 00 




6 690 00 




30 000 00 


SaJeamen'a Expenses 


20 000 00 




28 000 00 


Advertising 


25 000 00 


Freight Out 


12 000 00 


Cartage Out 


3 000 00 


Packing Supplies 


6 000 00 


Packing Labor 


4000 00 


Office Salaries (Clerks) 


12 000 00 


Office Stationery 


4 000 00 


Cost Department Salaries 


10 000 00 


Factory Stationery 


2000 00 


Postage (Office) 


3 000 00 


Telephoiie and Telegraph 


3 000 00 


Donations 


6 000 00 


Legal Expenses 


I 000 00 


Auditing 


1 000 00 


Miscellaneous Factory Expenses 


3 000 00 




4 000 00 


Interest on Own Bonds 


3 000 00 


Interest on Notes Payable 


900 00 
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Cash Discount on Sales $ 6 000 00 

Allowances on Sales 8 000 00 

Executive Salaries 40 000 00 

Interest on Notes Receivable %1 000 00 

Interest on Liberty Bonds 2 000 00 

Interest on Bank Balance 1 oqq qO 

Cash Disoount on Purchases 7 000 00 

S^le" 759 119 00 

Capital Stock 800 000 00 

Mortgage Bonds 100 000 00 

Accounts Payable 128 761" 00 

Not«H Payable 20 000 00 

»1 818 880 00 tl 818 880 00 

The inventories at December 31, 1919, were as follows: 

Raw Materials |75 OOO 00 

Manufacturing Supplies 1 SQO 00 

Packing Supplies 1 000 00 

ftepaid Insurance 2 000 00 

Advertising 3 oOO 00 

Office Stationery 600 00 

Accrued Interest on Notes Receivable 240 00 

Accrued Interest on Liberty Bonds 2 000 00 

Work in Process 150 000 00 

You are to make provision for the following: 

Depreciation: 

Buildings 3% 

Machinery and Tools 10 

Factory Fixtures 10 

Office Fixtures 10 

Taxes Accrued and Unpaid, 12/31/19 »4 000 00 

Accrued Productive Labor 4 000 00 

Accrued Non-productive Labor 1 000 00 

Accrued Salaries of Salesmen 500 00 

Accrued Conunissions of Salesmen 4 000 00 

Bad Debts to be written off 1 040 00 

Accrued Interest on Notes Payable 300 00 

Of the total non-productive labor, $10,000 was for repairing 
machinery. There was expended on new machinery, built for 
own use and installed during the year, $4,000 for materials and 
$6,000 for productive labor. None of these expenditures were 
charged out. 
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Executive salaries are to be divided as follows: 30% to aelling 
expenses, 20% to manufacttiring expenses, and the balance to 
administrative expenses. 

Required: 

(a) Necessary adjusting entries 

(b) Balance sheet — account form 

(c) Profit and loss statement 

(d) Coat of goods manufactured statement. 

(From Ohio C. P. A. Examination) 



The following is the balance sheet of the A. B. Compaoy 
January 1, 1915: 



Caah $52 864 00 

AccountB Receivable 197 425 00 
Inventories: 

Raw Material 84 268 00 

FiniBhed Goods 81 697 00 

0£Sce Furniture anil Fixtura 7 600 00 

Land 180 000 00 

Building 150 000 00 

MaohinMy 250 _ 000 jM 

1953 654 00 
Liabi l itieg 

Accounts Payable S35 482 00 

Dividends Payable, Preferred Stock, February 1, 1916 7 500 00 

Dividends Payable, Common Stock, February I, 1915 10 000 00 

Mortgage Bonds, 20-year at 6%, dated January 1, 1916 100 000 00 

Premium on Bonds 6 000 CO 

Capital Stock, Preferred 260 000 00 

Capital Stock, Common 600 000 00 

RcBerve tor Bad Debta 4 718 00 

Surplus 40 D64 00 

$953 664 00 
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The transactions for the year ending Januaiy 1, 1916, have 
been as follows: 



Cash Received from Customen 




S703 501 00 


Rent ReceiTed 




600 00 


'niere have been purchaaed 1,232,000 pounds raw material at 




20c per poiyid 






Sales have been made 




823 334 00 


DiaooUDt and AUowances on Sales 




23 519 00 


Bad Debta Written Oft 




2 143_00 


DuburHementfl have been made for: 






Aocounte Payable 




243 356 00 


Factory Expense 




7 480 00 


Factory Labor 




351 426 00 


Factory Repaire 




23 843 00 


Office Expense 




1 927 00 


SeUing Expense 




52 914 00 


Salaries 




58 471 00 


Taiw 




7 853 00 



Inventories, January 1, 1916: 

Raw material, 412,596 pounds having a market value of 22c 
per pouiid; and finished goods, $30,842. The land is ^timated 
to be worth {200,000. 

Semi-annual dividends of 3% on Preferred and 2% on Conmion 
declared in June and December, payable August 1 and Febru- 
ary 1. Reserves for depreciation of buildings, 3%; machinery, 
5%; office furniture and fixtures, 10%. Bad and doubtful debta 
reserve should be 2% of accounts receivable. 

Required: 

(a) Balajice sheet as of January 1, 1916 

(b) Profit and loss statement for year ending December 
31, 1916 

(c) Statement of cost of goods manufactured for period. 

(_FTom fhe Amtrican Imlitute Examinalion) 
Comments. — It will be necessary to bring into the accounts the trans- 
actions of the year beginning January 1, 1915, in order to obtain the balances 
with which to make up the stBtementa called for. 

It is suggested that these entries be carried directly to a working sheet 
and an adjusted trial balance taken as of December 31, 1915. This working 
sheet need not be eubmitted with the solution. 

Proper charge should be made for bond interest for one year. Write off 
1/20 of the Bond Premium. The balance will be carried as a deferred credit 
in the balance sheet. It may be assumed that the semi-annual bond interest 
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of S3,000 wu paid on July 1, 1915, the due d&te if the intereat ia payable 
senu-Annually as is customaryp 

The inventoiy of raw materials on January 1, 1916, ehould be taken at 
cost rather than market, the former being the lower. The estimated value 
of the land, $200,000, as of January 1, 1916, may be shown short in the 
balance sheet in parentheses to indicate the present value, but the apprecia, 
tion should not be extended to the asset column. 

While there is no record that the dividends payable Februaiy 1, 191&- 
and shown in the balance sheet of that date as a liability have been paid, it 
may be assumed that they were paid on that date. It may also be assumed 
that the June dividends, payable August 1, have been paid. The December 
1915 dividends, payable February 1, 1916, wilt be shown as liabilitiea. ; 



At the close of its fiscal year, December 31, 1915, the Trial 
Balance of The Nan-Pace Company was as follows: 



Real Estate 


$ 225 000 CO 






160 000 00 




Movable Equipment 


18 000 00 




Shaftings, Pulleys, etc. 


10 600 00 




Stable Equipment 


3 600 00 






2 918 90 




Drawings and Patterns 


9 000 00 




Patents ' 


76 000 00 




Capital Stock 


» 


600 000 00 


First Mortgage Bonds 




100 000 00 


Profit and Loss 






Surplus 




86 140 28 






300 00 


Interest on Bonds 


e 000 00 




Other Interest Paid 


1 323 10 




Interest Received 




2 469 60 


Cash Discount on Purchase 




13 389 52 




2 861 50 




Sales 




540 816 75 


Return Sales 


8 258 25 




Cash 


27 750 65 




Notes Receivable 


60 750 00 




Accounts Receivable 


298 660 25 
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lUwMaterubi 


t 622 190 90 




Finished Gooda, Jon. 1, 1615 


62 735 06 




Goods in ProoeSB, Jan. 1, 1915 


24 747 27 




Fuel 


38 688 28 




iDsunaoe 


4 000 00 




TazM 


6 000 00 




Notea Payable 




S 40 000 00 


Aeoounta Payable 




46 586 86 


Reeerre for Depreciation: 






Machinery and Equipment 




50 000 00 


BuUdingB 




30 000 00 


Patenta 




22 058 80 


Bad Accounta 




6 240 75 


Salaries, Offiow and Cierka (general) 


56 150 00 




General Office Supplies 


2 950 75 




FoBtage, Telegraph, and Telephone 


1 560 00 




MiacellaneouB General Expenses 


860 00 




Advertising 


35 000 00 






72 360 31 






30 141 40 




Credit Department Salariw 


S7 560 00 






610 00 




Stable Expenaee 


3 963 46 




Direct Labor (mfg.) 


508 311 39 




Indirect Labor (mfg.) 


44 981 01 






6 000 00 




Factory Supplied 


8 647 18 






7 41S 52 




Repairs of Buildings 


2 860 47 




Power. Heat, and light 


2 875 80 






»2 438 001 45 


»2 438 001 45 



You are to take into coDBtderation the following facts: 

(1) Real estate, machinery and ot,her factory equipment, and 
patents are stated at cost. 

(2) Of the real estate S25,(HK) is for land and t2(X>,000 is for 
buildings. 

(3) All capital stock authorized has been issued and is out- 
standing. 

(4) Allowances for depreciation are: 

Machinery and Factory Equipment, $15,000. 
Building, 3% on cost. 
Patents l/17th of coat. 

(5) 115,000 is to be set aside as a reserve for bad accounts. 

(6) Ten per cent of the book values of Stable Equipment and 
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Office Equipment, and l/6th of the book value of Drawings and 
Patterns are to be charged off. 
(7) Inventories at the close of the fiscal year were: 

Baw MAteriab $63 580 40 Factory Supplies |1 626 00 

Finished Goods 58 864 66 Office Supplies SCO 00 

Goods is Procees 27 024 52 Prep&id Inauranw 600 00 

Fuel 4 823 43 



(8) The accruals are : 



Taxes $ 7 000 00 Interest on Bonds 1 1 000 00 

Direct Labor 12 618 75 Advertising 4 718 60 

Indirect Labor 2 040 60 

(9) The depreciation on stable equipment (see item 6) is to 
be charged to Stable Expenses, and one-third of the latter is 
apportioned to Manufacturing Expenses and two-thirds to Selling 



(10) The cost of fuel used is to be chained to Power, Heat, and 
Light. 

(11) Maintenance of Real Estate is to be charged with cost of 
repairs to buildings, depreciation on buildings, 20% of taxes 
for the year, and $1,000 for insurance. The total cost of such 
maintenance is to be shown as an item of manufacturing expense 
on the statement of Cost of Goods Manufactured. 

(12) The portion of insurance remaining after charging Main- 
tenance of Real Estate is to be allocated to manufacturing 



(13) Thirty per cent, of the taxes for the year is to be appor- 
tioned to manufacturing expenses and 50% is to be charged 
against income (Gross Income). 

(14) Of the salaries of officers and clerks, general, $3,600 < 
should be apportioned to selling expenses. 

(15) Amongst the notes receivable is a note for $5,000, per- 
taining to a previous fiscal year, which is considered to be worth- 
less. No provision was made for such loss. 

Required : 

(a) Adjusting entries 

(b) Profit and loss statement 
fc) Balance sheet — account form 
(d) Cost of goods manufactured. 

. (From Ohio C. P. A. ExaninaUon) 
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—Because of the extended adjiutments it is recommended 
that a wtwldng sheet be used in solving this proUem. The working aheet 
need not be submitted with the Bolutioo. 



Problem 24 

The main office of a manufacturing concern keeps the general 

books of the company and sells the finished product which is 

billed to it by the factory at cost. The coet books of the factory 

show the following facts on January 1, 1914: 

Cash Fuod (Imprest), 9600; Raw Materials and Supplies, $15,910.32; 
Work in Process, made up of: Material and Direct Labor, S55,816.25; 
Factory Expenses, 110,592.16; and Management Expenses, 16,200.83- 
Finished Product, 940,219.57. A portion of the payroll distributed but 
not yet paid, S3,553.42. 

During the year 1914 the transactions were as follows: 

Purchases of Raw Materials, 191,113.20; Wages Paid, 1143,273.49; Fac- 
tory Expenses, Charged, (63,383.83; Management Expenses, Charged, 
(40,315.33; Sale of Power to another company occuping adjacent buildings. 
tlOO per month. 

The raw materials and supplies used amounted to $90,265.72; 
the management charges distributed, to $40,315.33, and Factory 
expenses distributed, $63,519.10. There are also on band un- 
paid local bills which have not been entered on the books amount- 
ing to $135.27, all of which were for factory expense. 

The finished product made during the year, figured at cost, 
amounted to $338,652.32; the amount of finished product trans- 
ferred to the main office was $340,192.45. 

At the close of the year, December 31, 1914, there was unpaid 
and undistributed the factory payroll for four days amounting 
to $2,942.10 and also 550 hours of overtime, payable at the rate 
of time and one-quarter, the regular day rate beii^ 35c per hour. 

Required: 

Write up all the ledger accounts on the factory books and 
show the final trial balance of December 31, 1914. 

{From MastaeKweiU C. P. A. Examination.) 
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A company of bicycle manufacturers mokes up its accounts 
December 31, 1907, for the year. The following are the debits 
to the profit and loss account: 

Bftw Material on hand January 1, 1907 $12 fiOO 00 

FiniahedMa«hine8onhandJanuary,l, ie07,l,flOOwheel8at<30 48 000 00 

Purchases of Material 62 SOO 00 

Labor, productire 82 SOO 00 
Manufacturing Expeneee: Coal, repura, paint, vamiah, super- 
intendenta' salaries, unproductive labor, and sundry other 

expenaee 23 000 00 

Agente' Commiasions 90 DOO 00 

Branch ESxpenae: Bents, aalariGfl, and miaceUaJieous 40 000 00 
Selling expense: Travelers' Expenses and salaries, discounts, 

rebates, and miscellaneous 30 000 00 

Bad Debts 8 000 00 

Depredation on Machinery and Plant S 500 00 

The sales for the year 1907 were 6,000 wheels, yielding $540,000; 
the raw material on December 31, 1907, taken at cost, were 
$4,000, and the finished wheels in stock ready for sale numbered 
800. 

Required : 

From the above data, prepare a statement showing 

(a) Number of wheels manufactured 

(b) Cost per wheel 

(c) Gross manufacturing profit 

(d) The final net result, including in the profit and loss 
account the stock of finished wheels on hand December 
31, 1907, at their cost as shown by the accounts. 

(From Midtiam C. P. A. Examination.) 
Sejer la VV ^B£0 S<'f theory queitum* oa-finaneuU aialemenU. 
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Onmp E — ^Financial Statements Prepared from ^ngle 

Entry Records 

Problem 26 

The books of William Selby, which have been kept by single 
entry, show the following results at the close of business, April 
30, 1821: Investment of Selby, January 1, 1921, {5,000; due from 
customers, (3,000; notes on hand, $1,500; interest accrued, $75; 
cash in bank, t3,560; insurance prepaid, (125; rents payable 
accrued, $180; owing to creditors, $1,950; outstanding notes, $500; 
total of purchase invoices, $15,350; mortgage in favor of Selby, 
$3,000, on which there is owing interest for sue months at 
The sales book shows sales on account, $12,500, for caah, $4,580, 
and for notes, $3,520. Cost of expenses not available. Inven- 
tory of furniture amounts to $450; goods on hand, $1,520. 

Required : 

(a) Prepare a statement showing the net worth on April 30, 
1921, together with the profit or loss for the period from 
January 1 to April 30, 1921 

(b) Outline the necessary journal entry to change the books 
to double entry, assuming that the same books are to 
be continued. 

Comments. — The ilata given in this problem has beeo gathered from 
various sources such as books of entry, ledger, inventories, etc., as is cus- 
tomary in single entry, a complete record not being kept in the ledger. It 
will be necessary to select those items representing assets and liabilities on 
April 30, 1021, set them up in statement form, and find the net worth, which 
will then be compared with the investment to find the profit or loss. This 
statement is in effect a balance sheet, but inasmuch as the accounts in 
single entry are not in balance, it is customary to call it a Statement of 
Assets and Liabilities. 
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Problem 27 

C. W. Brooke b^aa buaineas July 1, 1921, with aseeta and 
liabilities consisting of accounts receivable, $8,500; accounts 
payable, $4,000; merchandise, $6,000; cash, $1,000. On De- 
cember 31, 1021, his assets and liabilities consisted of cash, $100; 
accounts payable, $6,000; notes payable, $1,000; furniture and 
fixtures, $800; merchandise, $12,600; accounts receivable, $8,000; 
' office supplies, $100. During the period, Brooke had invested 
$2,000 additional and had withdrawn at different times sums 
amounting to $3,000. His booko are kept by single entry. 

Required: 

(a) Prepare a statement of assete and liabilitiee as of June 
30, supplemented by a statement showing what the 
net profit or loss has been for the six months 

(b) Make entry or entries which will result in changing 
the books to double entry, assuming that the same led- 
ger is to be continued. 

Commmts. — In this problem it wiU be nemasary to find the net worth 
at the beginning &s well bb at the end of the period named. Instead of 
Betting up two •eparate statements in order to arrive at the desired resulto 
a comparative statement of assets and liabilities will be prepared with ool' 
umna at the right showing increase and decrease of the various items. Sea 
Form XXIll. 

Attention ia called to the fact that where there are withdrawals or addi- 
tional inveBtmenta of Capitol, a comparison of net worth at beginning and 
cloee of period shows ineresM or decrease in capital and not net proGt or 
net lom. Therefore, if capital shows an increase, withdrawals will be added 
and additional investments deducted in order to show the profit or lose for 
the period. 

After SAcertoining the profit or loss on entry will be made in single entry 
foim charging or crediting the proprietor with the loss or profit as the ease 
may be. This entry will result in odjuating the capital account in the ledger 
so that it will agree with the capital as shown by the financial statement. 
In order to change the books to double entry an entry is then made in double 
entry form, the debits consisting <tf the assets as shown by the financial 
statement and the -credits consisting of the liabilities and capital. If a new 
ledger is to be used this entry is then posted, after which all traatactiona 
may be ent«red in double entry form. If the old ledger is to be used, only 
those items are posted that do not appear in the ledger, the others being 
checked off. This results in bringing the ledger into balance and the pro- 
cedure may thereafter be according to the double entry method. 
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J. — Because of th« extended adjustmente it u recommended 
that a working sheet be used ia solving this problem. The working sheet 
need not be Bubmitted wiUi the solution. 



Problem 24 

The main office of a manufacturing concern keeps the general 
books of the company and sella the finished product which is 
billed to it by the factory at coat. The cost books of the factory 
show the following facts on January 1, 1914: 

Cash Fund (Imprest}, S500; Raw Materials and Supplies, 115,910.32; 
Work in ProceM, made up of: Material and Direct Labor, $65,816.25; 
Factory Expenses, 110,592.16; and Management Expenses, S6,200.83. 
Finished Product, $40,219.57. A portion of the payroll distributed but 
not yet paid, $3,653.42. 

During the year 1914 the transactions were aa follows; 

Purchases of Raw Materials, $91,113.20; Wages Paid, $143,273.49; Pa<y 
tory Expeneee, Charged, $63,383.83; Management Expenses, Charged, 
$40,315.33; Sale of Power to another company occuping adjacent buildings 
$100 per month. 

The raw materi&ls and supplies used amoimted to (90,265.72; 
the management charges distributed, to $40,315.33, and Factory 
expenses distributed, }63,519.10. There are also on hand un- 
paid local bills which have not been entered on the books amount- 
ing to (135.27, all of which were for factory expense. 

The finished product made during the year, figured at cost, 
amounted to $338,652.32; the amount of finished product trans- 
ferred to the main office was $340,192.45. 

At the close of the year, December 31, 1914, there was unpaid 
and undistributed the factory payroll for four days amounting 
to $2,942.10 and also 550 hours of overtime, payable at the rate 
of time and one-quarter, the regular day rate being 35c per hour. 
Required: 

Write up all the ledger accounts on the factory books and 
show the final bial balance of December 31, 1914. 

{From McMtaektueUt C. P. A. Examination.) 
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Problem 25 

A company of bicycle manufacturers makes up its accounta 
December 31, 1907, for the year. The following are the debits 
to the profit and loss account: 

Bsw Mftterial od hand January I, 1907 S12 500 00 

Finiehed Maohmea on hand Januaiy.1, 1907, 1,600 wheeli at S30 48 000 00 
Purchases of Material 62 500 00 

Labor, productiTe 82 500 00 

Manufacturing Expenses: Coal, repairs, paint, v&miah, miper- 

intendents' aalarieB, unproductive labor, and sundry other 

eipensee 23 000 00 

Agenta' CommiBBions 90 000 00 

Branoh Expense: Rents, salaries, and tniseelluieouB 40 000 00 

Selling expense: Travelers' Expenses and salaries, discounts, 

rebates, and miscellaneous 30 000 00 

Bad Debts 8 000 00 

Depreciation on Machinery and Plant fi BOO 00 

The sales for the year 1907 were 6,000 wheels, yielding $540,000; 
the raw material on December 31, 1907, taken at cost, were 
$4,000, and the finished wheels in stock ready for sale numbered 



Required: 

From the above data, prepare a statement showing 

(a) Number of wheels manufactured 

(b) Coat per wheel 

(c) Gross manufacturing profit 

(d) The final net result, including in the profit and loss 
account the stock of finished wheels on hand December 
31, 1907, at their cost as shown by the accounts. 

(Frvm JlfwAtpon C. P. A. . 
Rtjer to page ttS Jot Aeory queitUm» on-finanaai ilatemetUa. 
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Grot^i E — Financial Statements Prepared from Single 

Entry Records 

Problem 26 

The books of William Selby, which have been kept by single 
entry, show the following results at the close of business, April 
30, 1921: Investment of 3e1by, January 1, 1921, $5,000; due from 
customers, $3,000; notes on hand, $1,500; interest accrued, $75; 
cash in bank, $3,560; insurance prepaid, $125; rents payable 
accrued, $180; owing to creditors, $1,950; outstanding notes, $500; 
total of purchase invoices, $15,350; mortgage in favor of Selby, 
$3,000, on which there is owing interest for six months at 6%. 
The sales book shows sales on account, $12,500, for cash, $4,580, 
and for notes, $3,520. Cost of expenses not available. Inven- 
tory of furniture amounts to $450; goods on hand, $1,520. 

Required : 

(a) I^pare a statement showing the net worth on April 30, 
1921, together with the profit or loss for the period from 
January 1 to April 30, 1921 

(b) Outline the necessary journal entry to change the books 
to double entry, assuming that the same books are to 
be continued. 

Commesta. — The data given in this problem has been gathered from 
variouB BoureeB auoh as books of entry, ledger, inveatoiies, etc, as is cus- 
tomary in single entry, a complete record not being kept in the ledger. It 
will be necessary to select those items representing assets and liabilities on 
April 30, 1921, set them up in statement form, and find the net worth, which 
will then be compared with the investment to find the profit or loss. This 
statement is in effect a balance sheet, but inasmuch as the accounts in 
single entry are not in balance, it is customary to call it a Statement of 
Assets and Liabilities. 
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C. W. Brooke began buaineBS July 1, 1921, with assets and 
liabilities consUting of accounts receivable, $8,500; accounts 
payable, $4,000; merchandise, $5,000; cash, $1,000. On De- 
cember 31, 1021, his assets and liabilities consisted of cash, $100; 
accounts payable, $6,000; notes payable, $1,000; furniture and 
fixtures, $800; merchandise, $12,500; accounts receivable, $8,000; 
' office supplies, $100. During the period, Brooke bad invested 
$2,000 additional and had withdrawn at different times sums 
amounting to $3,000. Hia books are kept by single entry. 

Required: 

(a) Prepare a statement of assete and liabilities as of June 
30, supplemented by a statement showing what the 
net profit or loss has been for the six months 

(b) Make entry or entries which will result in changing 
the books to double entry, assuming that the same led- 
ger is to be continued. 

Comments. — In this problem it will be neoeBsaiy to find thg net wortli 
at the beginning as well as at the end of the period named. Instead trf 
setting up two separate Btateioentfl in order to arrive at the desired results 
a comparative Btat«ment of assets and liabilities will be prepared with eot- 
umns at the right showing increase and decrease of the varioua items. See 
Fonn XXIII. 

Attention is eaUed to the fact that where there are withdrawals or addi- 
tional inveetmente of capital, a comparison of net worth at b^inning and 
close of period shows increase or decrease in capital and not net profit or 
net loss. Therefore, if capital shows an increase, withdrawals will be added 
and additional investments deducted in order to show the profit or loss for 
the period. 

After ascertaining the profit or loss an entry will be made in single entry 
form chafing or crediting the proprietor with the loss or profit as the case 
may be. This entry will result in adjusting the capital account in the ledger 
so that it will agree with the capital as shown by the financial statement. 
In order to change the boolcB to double entry an entry is then made in double 
entry form, the debita consisting of the assets as shown by the financial 
statement and the credits consisting of the liabilities and capital. If a new 
ledger is to be used this entry is then potted, after which all ttansactioiiB 
may be entered in double entry form. If the old ledger is to be used, only 
those items are posted that do not appear in the ledger, the others being 
checked oS. This results in bringing the ledger into balance and the pro- 
cedure may thereafter be according to the double entry method. 
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Problem 28 

Gaylord and Laird have been doing business as equal partners 
and bave kept their books by single entry. They wish to admit 
Davia as a partner and have their books kept by double entry. 
Their books and inventory taken show the following assets and 
liabilities on September 1, 1921: Merchandise, |9,240; cash, 
$850; notes receivable, $2,500; real estate, $3,000; accounts 
riceivsble, $6,940; store fixtures, $570; Gaylord's investment 
account, credit, $6,400; Laird's investment account, credit, $5,390; 
accounts payable, $4,176; notes payable, $975. 

Davis is admitted and invests cash, $3,000; merchandise, 
$2,000; bills receivable, $1,500. 

Required : 

(a) Prepare statement of assets ^d liabilities and show net 
profit and each partner's net worth 

(b) Make entries necessary to open set of double entry books 

(c) Make entry showing admission of Davis. 



Problem 29 

On January 1, 1020, J. M. Dickey began business as a retail 
dry goods merchant. His capital at the time consisted of 
merchandise, $12,300; cash, $1,150; furniture and fixtures, $600. 
He sold most of his goods for cash, although credit was extended 
in certain cases. 

The books were kept by single entry and consisted of a ledger, 
journal, and cash book. 

At the end of 3 months, Mr. Dickey desired to ascertain 
whether he was making any money. The clerks were set to work 
taking inventory, and the bookkeeper was instructed to prepare 
a list of outstanding accounts receivable and payable. This 
produced the following results: 
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MerchandiM on hand $24 062 62 

Accounts Receivable 2 165 74 

. Accounte Payable IS 203 21 

Cub in Bank 2 672 43 

Cash in Drawer 221 12 

Pud invoices showed purchases of office equipment during 
the period amounting to $275. 

Invoices have been received and entered on the books covering 
the purchase of goods amounting to $375.20, which goods have 
not yet arrived. 

Feeling the need of more working capital, Mr. Dickey sold on 
February 10 certfun bonds which he had been holding as invest- 
ments, realizing thereon $1,250, which amount was placed in 
the business. 
Rgqtiirod i 

(a) Statement or statemente showing the assets and liabilities 
and the net profit or loss for the period 

(b) Entry to accomplish the opening of a set of double 
entry books. 

CommantB. — It may be asBumed that the inveutoiy of furniture and 
fixtureshaa been increased by the purchases duringthe period to tbeextent of 
1275. The value of the goods in tranut has been entered on the books and ia 
included in the Aooounts Payable aa givea above, but not in the Inventoiy. 
It wHl, tborefore, be added to the inventory in preparing the atatementa. 



Problem 30 
A set of single entry books for 1912 is sent to you with an order 
to prepare a profit and loss statement for the year and a balance 
sheet at December 31. The starting capital was $34,500. 

January 1 December 3t 
Accounts Receivable S26 500 00 »44 000 00 

Accounts Payable 7 500 00 9 750 00 

Merchandise 8 500 00 500 00 

Plant and Machinery 10 000 00 10 000 00 

Furniture and Fizturea 700 00 700 00 
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A summary of cash book for the year shows as follows: 



Capital paid in 




$30 000 00 
2 SOO 00 


Disbursed: 






Bonk Overdraft, January 1 

AccouDte Payable 

General Expense 

Wage* 

Penonal Account 




S 3 700 00 
12 500 00 
5 000 00 
7 750 00 
1 SOO 00 




n baud. 


$60. 



Provide 5% interest on capital, disregarding additions during 
the year and personal drafts, deducting 10% for plant and ma^ 
chinery depreciation, 5% for furniture and fixtures, and 5% for 
bad debt reserve. 

Required: 

(a) Comparative statement showing net profit for the year 

(b) Profit and loss statement for the year 

(c) Balance sheet as of December 31, 1912 

(From lUinoU C. P. A. Bxaminatum) 

Commeota. — This problem not only calls for a Btatement showing net 
profit, but also for a detailed profit and loss statement. A number of 
iUms for the latter must be found by deduction. The amount of net 
aales may be determined by adding cosh collections to the increase in 
accounts receivable, and net purchases by adding the increase in accounts 
payable to the cash payments on account of same. It may be assumed 
that all the accounts payable are the result of merchandise purchases. 
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Problem 31 

T. M. WiUiome, who has been keeping his booka by single 

entry, deBires to have them placed upon a double entry basis, and 

submits to you the following data concerning his husiness for 

the year ended September 30, 1922. 

T. M. Williams, InTcstment S25 000 00 

T. M. Williama, Drawings 2 626 00 

Cash in Bank aa per Bank Statement IS SOO 00 

Due from Customers 6 230 00 

Due to Creditors 8 S25 00 

Not«a on Hand 4 605 00 

Notes Outstanding (Bank Loan) 2 500 00 

Land and Buildings Owned 16 500 00 

Mortgage Owing on Real Estate 12 600 00 

Interest Accrued on Mortgage 37S 00 

Total Purchases for the year 42 840 00 

Total Sales for the year 46 285 00 

Inventory of Goods on Hand 8 240 00 

General Expenses 3 520 00 

Rent of Office Due and Unpaid 150 00 

Interest Accrued on Notes Receivable 75 DO 

Interest Prepaid on Notes Payable at the Bank 45 00 

Insurance Premiums Unexpired 240 00 

Required: 

(a) Statement showing profit or loss for the year 

(h) Detailed profit and loss statement 

(c) Entries to change to double entry, new books to be 
opened. 



Problem 32 

The books of the Butter, Egg, and Cheese Company, with an 
authorized and outstanding capital stock issue of $25,000, are 
kept by single entry. 

It annually inventories all of its assets and Uabilities, and 
from such inventory pre[)ares a financial statement. At De- 
cember 31, 1913, this inventory is as follows; 
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Office cash $ 1 SS4 00 

BaloDce Bank A 10 824 00 

Accounto Receivable 29 621 00 

Ten Bharea atock in competing company 1 000 00 

Plant and Equipment M ft38 00 

Merchandise Inventory 21 737 00 

Prepaid Expenses 6 081 00 

IJabilitJM 

Overdraft Bank B $ 6 003 00 

Accounts Payable 19 747 00 

Mortgage Payable 25 000 00 

Notes Payable 20 000 00 

From a comparison of the financial statements at the begin- 
ning and end of year you find that the above item of Plant and 
Equipment v^ stated in an amount less by $11,460 than it was 
at the begiiming of the year, plus additions during the year. 

The financial statement for the beginning of year showed a 
surplus of $35,703. 

From your analysis of the disbursements and unpaid accounts 
payable at beginning and end of year, you find a total of pur- 
chases amounting to $661,810, and expenses for salaries, 
w^i;es, suppUes, repaiis, etc., amounting to $120,115. 

The purchases, however, included $450 paid out for John 
Smith, an employee, for which he had not reimbursed the com- 
pany; and the total expenses of $120,115 included $250 in the 
hands of a buyer as a working fund. 

The inventory of merchandise at the beginning of the year 
was $18,125, and of prepaid expense, $2,653. 

There was canceled On the customers' ledger during the year 
$3,206 of uncollectible accounts. 

There was paid for interest and discount on notes payable 
$1,061, and for interest on mortgage $1,500. 

A 10% dividend was declared but not paid. 

Required: 

From the foregoing prepare: 
(a) Balance sheet as at December 31, 1913 
(b). Profit and loss statement exhibiting net sales, cost of 
sales, and gross and net profit for the year. 

(From Ohio C. P. A. ExamiwUion) 
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Commenti. — Tbe balance sheet called for will be the usual atatement of 
BBsete and liabilities. The dividend declared will be induded with the 
tiabilitiee. The net worth will be made up of the Capital Stock and the 
pnaent aurplua. A comparison of the surplus December 31 with the sur- 
plus at begitining of jrear represents the net increase in capital to which 
roust be added the dividenda to find tbe profit for the period. 

In preparing the profit and loss statement, inasmuch as the data as to 
salea is not available, it will be necessary to use the net profit as shown 
by the balance sheet as a basis, and work back to the aaiee. 

The 911,460 riirinkage in plant value may be treated as depreciation. 

Care must be exercised in arriving at the miscellaiieaus expenses for the 
year. This may be found by adding the amount of expenses prepaid at 
the beginning of the year to expenses paid during Uie'year, and deducting 
expenses prepaid at end of year. 



The foUowiog statement of assets &nd liabilities is taken from 
a single entry system of books. Prepare a balance sheet that 
will exhibit a correct view of the net worth of the business. 

Cash on hand, $10,000; bonds outotanding, (60,000; reserve for con- 
tingencies, 110,000; plant account, SIOO.OOO; reserve for bad accounts, 
$2,000; notes receivable, $50,000; accounts receivable, $100,000. Reserve 
for unpaid Federal income taxes, $8,000; dividends declared and unpaid, 
$6,000; reserve for shrinkage of inventory values, $6,000; common stock 
account, $100,000; reserve for amortiaatioo of bonds outstanding, $50,000; 
accounts payable, $5,000; inventories at cost or market, whichever is 
lower, $e0,000; treasury stock (100 sharra, par value), purchased at cost, 
$15,000; depreciation reserve, $20,000; notes payaUe, $20,000. 

Required: 

(a) Balance sheet, statement form. Use current date 

(b) Entry necessary to change the booka to double entry. 

(From North Carolina C. P. A. BxaminaHon) 
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Problem 34 

A dispute arises between two partners carrying on a retail 
business under the name of Levy Ht Mayer, and you are called in 
to adjust the accounts between thena, wh^ you find the following 
conditions : 

The books have been kept by single entry, and it is imprac- 
ticable to go over the accounts in sufficient detail to complete 
the double entry. It is three years since the firm has had an 
accounting, when a balance sheet was prepared (copy of which is 
handed to you), and contains the following: 
u- 31, 1918: 



Store Fixtures S15 000 00 

Leasehold (5 yean to nut) h 000 00 

Merdwndise on Haad 36 000 00 

CuatoniQis' Acoounta 10 000 00 

Caah on Hand and ax Bank 12 500 00 

Prepaid Ezpenaea 2 500 00 

»80 000 00 



Accounts Payable $16 000 00 

A. B. Levy— Special Loan 20 000 00 

A. B. Levy— Cental 30 000 00 

W. K. Mayers-Capital 15 OOP 00 

$80 OOP 00 
You are informed that Mr. Levy's loan bears interest at 6% 
per annum, and that the capital accounts are to be credited 
with interest at 5%. Also that Mr. Mayer, who has active 
charge of the bumness, is to receive 20% of the profits in lieu of 
other salary, the remaining 80% of the profits to be divided be- 
tween the partners in proportion to the capital contributed. 

The inventory as taken as at December 31, 1921, was as follows : 
MerchandJBe 
Good condition )50 000 00 

Old styles and partly soiled 7 500 00 

Obsolete and useless 1 500 00 

$59 000 00 
Customers' Accounts 
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You also found that on June 30, 1920, Mr. A. B. Levy's special 
loan had been repaid with interest, and that a 5% loan had been 
obtained from the bank for $10,000, and that the cash in bank 
and OD hand at December 31, 1921, was $15,000, while the bank 
interest prep^d was $250, and insurance premiums prepaid 
amounted to $5,000. The partners' drawings on account of profits 
and interest and commissions were found to be as follows: 

A. B. Levy W. K. Mayer 
In 1919 S12 000 00 S16 000 00 

In 1920 16 000 00 IS 000 00 

In 1921 18 000 00 20 000 00 

S45 OOP Op »61 OOP 00 

After consultation with the partners it was agreed to write 
50% oft the value of the "Old Style and Partly Soiled" goods, 
and off the Doubtful Accounts Receivable; and to consider the 
Bad Accounts and Obsolete and Useless materia to be of no value. 

Required: 

(a) A statement showing how you arrive at the profit and 
loss for ihe three years, showing also the disposition 
thereof 

(b) The partners' capital accounts 

(c) A balance sheet at December 31, 1921, after making 
the necessary adjustment of the accounts. 

(Ft<w lUinm* C. P. A. Examination) 
Refer to page SS7for queations on the theory of aingU erUry accounts. 
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Group F — Special Types of Statements 
Problem 35 

Charles Cabell, William West, and H^uy Hart form a part- 
nership for the purpose of engaging in the manufacture of plug 
and smoking tobacco. Cabell invests $75,000; West, $50,000; 
and Hart, $25,000. Profite or losses are to be shared as follows: 
Cabell, one-half; West, one-third; Hart, one-sxith. Interest is 
not to be allowed on capital nor charged on drawings, but each 
partner's drawings in any one year are not to exceed one-tenth of 
his capital in the business. 

At the end of their firat fiscal year their ledger shows the fol- 
lowing balances : 



ChariM Cabell, Capital Account 




»76 000 00 


William West, Capital Account 




60 000 00 


Hemy Hart, Capital Account 




25 000 00 


Charlea Cabell, Withdrawal Account 


« 842 17 






4 179 16 




Henry Hart, WitMraval Account 


2 033 88 




Land and BuUdinga 


26 000 00 






11 026 02 






1 866 13 




Cash 


8730 45 






131 244 49 




NotcH lUceivablB 


4 999 97 








6 13S 16 


Notea Payable 




118 060 62 


Sdea— Plug Tobacco 




240 472 43 


Sftlea— Smoking Tobacco 




61 882 25 


Sales— Stems 




841 95 


Leaf Tobacco 


200 044 67 




Licorice and naToring 


21 918 66 




Boitea 


8 672 10 




Labor 


25 182 47 




Stamps- 


48 476 24 




Power, Light, and Heat 


3 571 60 




Factory Expense 


7 380 56 




Hauling 


1 461 30 




Salaries 


12 443 71 




Umce JbxpenSB 


4 228 87 






1 682 90 




Interest and Discount 


9 164 47 




Postage 


1 2H 97 




Attorney's Fees 


769 26 
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Salesmen's Saluiea, CommtBaioiu, eta. S3S 79fi 15 

Advertiaing fi 149 00 

Lost Accounts 1 429 SJ 

t586 395 41 t5S6 396 41 

Ten per cent, is to be charged oft from Machinery account, 
to cover depreciation, and a reserve equal to 2 per cent, of 
the Accounts and Notea Keceivable is to be created, to cover 
possible undeveloped losses. 

The unexpired insurance premiums amount to $331.11. 

Inventories are as follows: 

Finiahed Goods S38 189 42 ' 
Goods in Process II 209 3fl 

Leaf Tobacco 49 128 98 
Licorice and Flavoring 1 511 68 

Boxes 1 073 04 

Stems 43 31 

Required : 

(a) Statement of cost of goods manufactured 

(b) Profit and loss statement 

(c) Balance sheet — account form 

(d) Necessary adjusting entries. 

(From ViTginia C. P. A. Examination) 

Comments. — This problem illustrates the preparation of financial state- 
ments for a type of manufacturing business somewhat out of the ordinaiy. 
The essentials of the statements will be the same as those for an ordinary 
manufacturing concern. Include in the manufacturing stetement the 
' elementa of material, labor, and factory expense. Material in this instance 
ConaistB of leaf tobacco, licorice and flaToring, and boxes. The boxes in this 
business are so closely associated with the manufacturing process that they 
will be included under that head. The factory expense items wiU include 
all those expenses usually shown under this heading. Wt^ile the item of 
stamps, meaning revenue stamps, is a large one in the tobacco business, and 
is closely identified with the manufacturing process, it is more in the nature 
of a selling expense and should be so shown in the profit and loss statement. 
The sales accounts should be entered in the profit and loss statement 
separately and totalled, showing total sales. 
. The balance sheet presents no difficulties. 
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Problem 36 

Spark Plug and Auto Supply, Inc., is the manufacturer of a 
patented spark plug and is also dealer in automobile supplies. 
From the following trial balance (as of October 31, 1919), and 
information prepare balance abeet and profit and loss statements 
showing cost of manufacture of spark plugs and gross and net 
profits on sales. 



Advertiflmg 


S26 450 


Accounta Beceivable 


180 105 


Accou^tH Payable 






35 000 


Bills PayBble Trade Creditors 




BillB Payable First National Bank 




Bonds 5% Irt Mortgage 




Building Factory 


225 000 


Bad Debts Written Off 


7 860 


Capital Stock: 




Common Fully Paid 




AuthoriMd 1250,000 




Issued 




6% Preferred: 




AuthoriEed and Issued 




Dividend Preferred Stock 


18 000 


Delivery Expenses 


7 140 




0250 


DitiectoTB" Fees 


2500 


DiBcount on Sales 


12 200 


freight: Raw Materials 


12 0S0 


Freight: AutomobUe Supplies 


2345 


Finished Goods 


34 320 


First National Bank Current Account 


61 8S0 


General Expenses 


14 770 


Goods in Process ^ 


13 260 


Heat, Light, and Power 


22 200 


InUrest on Bonds 


9 375 




17 400 


lAbor: Productive 


233 846 


Labor: Non-Productive 


90 444 


Liberty Bonds 


195 000 


Loose Tools 


15 270 




166 090 


Office Furniture and Fixtures 


1 200 


Payroll 




Patent Rights 


30 000 


Purchases: Raw Materials 


450 960 
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Purchaaes: Automobile Supplies 


tl41 090 




Rep^w 


14 060 






3 876 




Reserve for Depreciatioa: Buildings 




$20 500 


Reserve for Depreciation: Machinery 




le 836 


Reserve for Bad Debts 




8000 


Real estate: Factory Site 


ISO 000 




Shop SuppIiM and Expenses 


16 560 




Biufplua 




173 on 


Sales: Spark Plugs 




1 063 020 






137 695 


SaUriee: Office and General 


14 fiOD 






34 600 




Traveling Expenses 


22 300 






t2 288 440 


12 288 440 


Inventories, November 1, 1918: 










114 600 






22 460 


Inventoriea, October 31, 1919: 






Raw materials 




27 300 






19 200 


Finished goods 




GO 400 


Goods in process 




17 205 


Loose tools 




10 600 



Reserve for bad debts to be adjusted to 5% of opea accounts. 

Depreciation for the 12 months ended October 31, to be al- 
lowed as follows: Factory buildings, 2%; Machinery, 5%; De- 
livery equipment, 10%; Furniture and fixtures, $200. 

Disregard fractional part^ of a dollar. 

Patent rights expire October 31, 1925. 

Advertising, $950 appUes to next season. 

Taxes on factory building accrued, $1,400. 

First mortgage 5% gold bonds are a first charge on all the 
assets of the company. Interest payable quarterly on the first 
of February, May, August, and November. 

Required : 

(a) Necessary adjusting entries in skeleton form 

(b) Cost of goods manufactured statement 

(c) Profit and loss statement 

(d) Balance sheet. 

{From American Jnstilute Eiaminalion) 
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Comments .^In solving this problem no attempt need be made to allo- 
cate costs between spark plugs and automobile supplies. Cha^e the manu- 
facturing expenses to epark plugs even thou^ Mme of heat, light, et«., may 
be used in the sales office. Set up a manufacturing statement showing cost 
of spark plugs made. Tlie iuTcntories of raw materials and of automobile 
supplies ae of November I, 1918, it will be noted, aie included in the respec- 
tive purchase accounts as shown in the trial balance. 

In the first eection of the profit and loss statement, ehow gross profit on 
spark plugs. Follow this with a section showing gross profit on automobile 
BuppUes. These results added show total gross profit, from which wiU be 
deducted the operating expenses in the usual manner. 

The credit to payroll, S4,27S, may be assumed to be wages accrued but 
not due. 

Use the account form of balance sheet and show reserres m dedtiotionB 
from the correlative assets. 



Problem 37 
At tbe end of their fiscal year you are given the following 
rial balance and infonnation from the Gem Corporation, whicht 
owns a young bearing orange grove. 

TRIAL BALANCE 





December 31, 


1920 


Capital Stock 




SlOO 000 00 


Gem Orange Grove 




SlOO 000 00 


Cost— New Trees and Setting Out 


7 000 00 




2 600 00 


Live Stock 




1 000 00 


Wagons and Harness 




GOO 00 


Tools and Implements 




1 000 00 


Field Boies 




-600 00 


Irrigating Plant 




10 000 00 


Box Material, Paper, Nails 




1 800 00 


Horse Feed 




900 00 


Fertiliier 




4 500 00 


Seeds 




£00 00 


Payrolls 




4 000 00 


Salaries 




7 500 00 


General Expenses 




1 fiOO 00 


Insurance 




50 00 


Taxes 




100 00 



„Gooi^lc 



CLASSIFIED PROBLEMS AND EXERCISES 191 

Int^eat (800 00 

S&lea of Fruit S12 000 00 

Prepaid Freight 3 300 00 

Ck>mininioiiB and Brokerage 200 00 

Notes Payable 30 000 00 

Surpliu 5 750 00 

>147 750 00 »147 750 00 
You are given the following information : 
Inren tones — 
Wagons and Harness S300 00 

Tools and Implements 650 00 

Field Boxes, used for bringing fruit to pacldng house 400 00 

Box Material, Paper, Nails 600 00 

Horse Feed SOD 00 

FertiliMT 700 00 

Inmirance, one year polioy due 4/1, 1021, 

You are told that 15,000 boxes of fruit had been shipped and 
that the amount estimated to be still on the trees was 9,000 boxes; 
that about 30 acres of vegetables, consisting of cabbages, lettuce, 
and cucumbers, had been planted between the rows of trees; 
that the fertilizer for the year before, when there were no vege- 
tables, had cost $2,500 and the labor pay rplls for caring for 
the grove for that year had been. $1,200. You find that $500 
chai^d as labor pay rolls was for putting up fruit, and that of the 
$7,500 in salaries, only $2,500 was chargeable to this year and 
the $5,000 was for former period. 
Required : 

(a) Balance sheet as of December 31, 1921 

(b) Profit and loss statement for the fiscal year 

(c) Necessary journal entries to properly adjust the 
accounts. 

(From Florida C. P. A. Examination) 
Coniments. — For this type of business it is difficult to prepare statements 
that will in themselves adequately set forth the financial position. The 
fruit on the tieea aud the Tegetables in the ground being of a perishable 
nature may never be realiied upon. On the other hand, they may be sold 
so as to produce a large income. The statements should, therefore, be aup- 
plement«d with footnotes and comments setting forth rather fully those 
thinp bearing directly upon the financial prospects of the concern that 
cannot be included in the statements themselTes. 

The cost of sales in this case is represented by the cost to produce or the 
coat of placing the fruit in the pacldng house. 
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The following ia the trial balance of the X. Y. Z. Coal Mining 
Company ae of December 31, 1918: 



Cuh 


% fi 674 fiO 




Breakn' aod Machmery 


146 000 00 




Office BuUding 


5 000 00 






4 000 00 




Inside Construction 


15 675 00 




Car and Mine Rail Account 


7 534 SO 




Hones and Mulea 


5600 00 






35 112 25 




Notes Receivable 


10 000 00 




Capital Stock— Common 




1 60 000 00 


Capital Stock— Preferred 




100 000 00 


CoalSalea 




257 890 00 






12 500 00 


Surplus 




17 700 35 


Depreciation on Buildings and Machinny Re- 
serve 




12 000 00 


SuppUes 


S 240 00 




PayroU— Outside 


24 701 SO 




Payroll— Inside 


110 434 25 






6 000 00 




Salaries—Office Clerks 


4 SOO 00 




Office Expenae 


1 147 35 




General Expense 


750 00 




Claims for Injuries 


4 000 00 




Insurance (Expires July I, 1919) 


5 500 00 




Repairs to Buildings 


4 075 OO 






3 445 00 




Bam Expense 


I 500 00 




Selling Expense 


4 600 00 




Royalty Account 


30 500 00 




Water 


800 00 




Fuel 


935 00 




Timber and Props 


6 475 00 
»450 099 35 






»450 099 35 



The total output for the year was 132,300 tons. 

An examination of the books and accounts shows that the 
following charges had not been entered: Horses and Mules, 
$2,000; Car and Mine Rail account, $1,450; Claims for Injuries, 
$1,000. During the year the bookkeeper, through error, charged 
$3,415 to Inside Construction instead of to Inside Pay Roll. 

The coal ia mined on lease that averages 20 cents per ton. 
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The inventory is as follows: timber and props, $1,500; powder, 
$555; oil, etc., $175. In preparing the above statements allow- 
ance for depreciation on buildings, machinery, and other proper- 
ties may be considered at the rate of 5% per annum. 

Required: 

(a) Profit and loss statement for the fiscal year 

(b) Balance sheet as of December 31, 1918 

(c) Cost summary showing average cost and net profit on 
each ton of coal sold. 

(From New York C. P. A. Examination) 

Conunents. — The expenses of mine operations in digging, hoisting, and 
preparing coal for ehipmeat may be likened to the manufacturing coets ol 
the ordinary manufftcturing concern in preparing articles for sale. 

The company leases the mine on a royalty basis according to the output 
for the year. In this case the total output was 132,300 tone on a lease 
averaging 20 cents per ton. The royalty payments will be considered as a 
part of the cost of production. Royalties are prepaid to the extent of 
U,040 inasmuch as the Royalty account is charged with 930,500, while 
the charge for the fiscal year is S26,460. 

Depreciation on mine properties is also considered a pu^ of cost of 
production. All inside costs will be chai|^ to production. They refer to 
expenses incurred within the mine, while outside costs refer to expenses 
incurred after the coal is brought to the surface. 

Mines are usually leased for a definite number of years, and, consequently, 
costs of construction and buildings should be written oR over the life of 
the lease. In this case, the depreciation being 5%, the life of the lease 
may be assumed to be 20 years, and all properties will be written down on 
that basis. 

The insurance may be assumed to be for one year, the date of policy not 
being given, and that one-half of it is unexpired. 

Since no mention is made of coal in stock, it may be assumed that the 
entire output has been disposed of. 

Set up a profit and loss statement showing gross profit and net profit in 
the usual manner. Include in cost of sales all inside expenses such as 
supplies, inside payroll, repairs to construction, bam expenses, royalties, 
water, fuel, timber, and props, and depreciation of construction, cars, and 
rails. Outside costs will be carried as operating charges. 

In preparing cost summary, show production cost, outside cost, total 
cost, and net profit per ton. 

The balance sheet will be set up in the usual form. 
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Problem 39 

The following is a trial balance June 30, 1916, before dosiiig, 
of the ledger of a textile mill. 



Und 


S 10 000 00 




BiuldingB 


75 000 00 




MachinM7 


119 138 73 




TenementB 


- 1 670 66 




Finished Goods Inventory, 1/1/16 


66 984 43 




Stock in ProoMS Inventory, 1/1/16 


£7 042 38 




Yam 


259 882 12 




Caah 


12 769 19 




Petty Cwh 


106 39 






40 085 68 






87S 00 




lAbor 


26 979 27 






2 974 31 




Repairs 


966 63 




Oik 


50 84 




Coal 


1 443 20 




Starch 


I 390 00 




Water 


122 65 




Finishing 


15 381 54 






660 60 




CammiBBion 


4 580 67 






1 246 84 




Insurance 


679 92 




Taxtt 


1 M2 81 




General Expense 


389 39 




Freight and Express 


974 84 




Telephone and Telegraph 


68 72 




Traveling Expense 


274 85 




Interest Paid 


409 80 




Discount on Notes PayaUe 


1 408 00 




Profit and Lobs 


20 694 80 




Dividends 


3 375 00 




Capital Stock— Preferred 6% Cumulative 




SlOO 000 00 


Capital Stock— Common 




263 800 00 


Accounts Payable 




40 864 56 


Notes Payable 




187 500 00 


Cloth Sales 




137 818 07 


Waste Sales 




922 94 






339 50 


Discount Taken 




2 873 59 




8734 118 66 


$734 118 66 
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luTentoriM and Itema, June 30, 1916: 
Finished Goodn (104 igo 24 

Stock in Prooen 71 242 39 

Yam 135 661 03 

Coal 1 000 00 

Starch 900 00 

SuppUes 1 150 00 

Interest Accrued on Notes Payable 389 41 

Interest Prepaid on Notes Payable 211 It 

Wages Accrued 2 061 05 

Unexpired Inaumnce 600 00 

Prepaid Taxes 402 26 

Prepaid Water Rents 100 00 

Bod Debts 100 00 

Estimated Discounts to be taken on Accounts Payable 817 29 

Estimated Discount« to be allowed on Accounts Receivable 460 86 

Depreciation rates per annum are: 
Machinery fi% 

Tenements 3% 

Mill Buildings 2% 

Depreciation for the period of six months ending December 

31, 1915, was not put' upon the books. No additions have bees 

made to the fixed assets within a year. 

Sstimated discounts on the accounts receivable and payable 

were not put upon the books Januaiy 1, 1916; theee were respec- 
tively $400 and $750. 
The last two semi-annual dividends on preferred stock are 

unpaid. 

Required: 

(a) Balance sheet as of June 30, 1916 

(b) Profit and losa statement for six months 

(c) Necessary adjusting entries. 

(From Ma»»aehiuett* C. P. A. fxamtnotton.) 
Commsnts. — Include in cost of production stock in process, yam, coal, 
starch, supplies, repairs, oils, water, finlshinf, etc. A combined manufao- 
turing and profit and loss statement may be prepared, or a separate cost 
of goods manufactured statement may be used as desired. 

Thej>roblem indicates that estimated discounts to be taken on accounts 
payable should be taken into the statements. This is not considered beet 
practice, as it means anticipating profits to that extent. The entiy to 
accomplish this would be to charge Estimated Discounts on Accounts 
Payable (asset) and credit Purchase Discounts (income). 
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Problem 40 
The following trial balance of the B. C. Cotton Company is 
taken from the books after inventories and deferred charges have 
been posted. The accoimts are ready to close for tiie period. 
The consigned goods account has been inactive for six months 
and will continue so for the present Prepare statements to 
show for the quarter endii^ March 30, 1918, total manufacturing 
expenses, cost of goods made, cost of goods sold, and net profit, 
and submit a balance sheet as of March 30, 1918. 



Cloth 




$268 337 28 


Labor 


S33 862 99 




Light 


132 72 




Raytltim 


SO 00 




Oils 


38 62 




Fmiahing 


7 4S5S5. 




Cash 


119 126 06 




Liberty Bonds 


1 000 00 




SuppUea 


] 276 OS 




Starch 


800 00 




Fuel 


1 455 09 




Water 


202 24 




Fniekt InwBTd 


1 353 99 




Accounts Receivable 


63 492 58 








313 45 


Notes Payable 




225 000 00 




341 378 14 




Tenements 


1 610 99 




Insurance 


350 00 




Taxes 


567 71 




General Expense 


542 88 




Itents Recedvable 




378 87 




7 121 42 




LitetertPaid 


2 539 90 




Discount Taken 




4 016 26 




162 403 68 




Surplus 




168 866 14 


Discount Allowed 


899 50 




Capital Stock 




362 600 00 


Waste SalM 




1 401 39 


Inventory, Finished Goods, 3-30 


114 069 57 




Process, 3-30 


31 464 02 




Materials, 3-30 


113 860 99 




Fuel, 3-30 


I 250 00 




Starch, 3-30 


800 00 




BuppUee, 3-30 


1 300 00 
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Prepaid Taxes, 3-30 


$20S 96 


Unexpired Insurance, 3-30 


660 41 


Ptepoid Interest, 3-30 


6 100 00 


Consigned Goods, 3-30 


H 438 42 



SI 030 813 39 $1 030 813 39 

Inventories of finished goods have been credited to Cloth 
Account and inventories of goods in proems and materials to 
Purchase Account. 

Inyentoriea, J&nuuy 1, 1918: 

Finished goods, Janu&ry 1, 1918 S132 833 85 

Goods in process, JaniMry 1, 1918 22 268 01 

Materials, January 1, 1918 143 666 65 

Required: 

(a) Balance sheet as of March 30, 1918 

(b) Cost of goods manufactured statement for three months 

(c) Profit and loss statement. 

(From American JratitvU Examination) 
Commoits. — In order to prepare the statements as desired, it will be 
necessary to find aalea and puichaaefl for the period. This will be done by 
piiminiititig the inventories from the cloth and puichase accounts. 

Cloth account aa per tiial balance xxxnc 

Add— Inventory, Finished Goods, 1/1/18 xxmc 

Total xxxxx 

Leas— Inventory, Finished Goods, 8/30/18 xxn 

Sales of Cloth for period xxxxx 

Tbtt purchases would be handled just the lererse. Add Goods in Process, 
March 30, 1918, and Inventory of Material, March 80, 1918, to the trial 
balance figure for purchases, and from this total deduct the Goodii in Process, 
January 1, 1918, and Inventory of Material, January 1, 1918. The result 
will be purehoaea for the period. 

. The Waste Sales may be shown as other income in the profit and loss 
statement. Consigned Goods will be shown as a current asset in the balance 
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Problem 41 

From the following statement of facte set up the trial balance 
of the Broad Exchange Bank, December 31, 1918, after closiDg, 
and prepare therefrom a condensed stetement of condition as cd 
the same date: 

Due from btmks, 174,976; time certificatea of deposit, f 10,000; csaluer's 
cheques, 1496,349.76; redisoounU, t400,000; customers' loans, S£00,000; 
bills purchased, S550,000; exchanges for clearing house, t330,000; due to 
butks, 1834,000; citified cheques, $12,600; cash, S956,750; demand cer^ 
tifioates of depomt, 12,500; transit department, 1100,000; on deposit with 
Federal Seoerre Bank, New York, »48,600; demand loans, S12S,000; time 
loans, 180,000; bonds and mortgages owned, $100,000; coupon deposits, 
$3,750; on deposit with National City Bank, $53,002.50; depositors, $765,910; 
banking house, $200,000; furniture and fixtures, $25,000; capita] stock 
issued and outstanding, $600,000; securities owned, $96,812.50; surplus, 
$201,090.25; accrued interest receivable, $1,075; interest purchased, $125; 
unearned discount, $6,200. 
Required: 

(a) Trial balance as of December 31, 1918 

(b) Condensed statement of condition as of December 31, 
1918. 

{From American InatUule Examinatwn) 
Commeati. — See Model Form XLIV for condensed statement of condition. 



Problem 42 

The following trial balances have been taken from the books 
of George T. Wallace at the close of business on December 31, 
1920, and June 30, 1921, respectively; 

December 31, 1920 June 30, 1921 

Geo^e T. Wallace, Capital $41 076 54 $41 076 54 

George T. Wallace, 

Current $2 000 00 $3 500 00 

Cash 11 077 05 12 303 26 

Sales 99 486 05 121 794 76 

Sales Returns and 

Allowances 210 00 196 00 
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Purchases 


»3g 822 82 




$40 963 25 








$650 00 




$630 00 


Real Estate and 










BuildingB 


30 913 27 




30 083 27 




Took 


1 507 04 




1 903 23 




Machinery and 












12 091 07 




19 093 00 






1 890 00 




2 240 00 






39 027 09 




51 270 00 




Notes Receivable 


1 860 00 




1 500 00 




Accounts Payable 




19 760 00 




18 892 10 


Nctes Payable 




17 000 00 




19 000 00 




225 00 




276 00 




Inauronce Prepaid 


210 00 




160 00 




Taxw 


345 00 




600 00 




Heat and Power 


1 024 00 




1 166 00 






2 498 00 




1 800 DO 




Salesmen's Salariw 


4000 00 




3 600 00 




Office Eipensee 


250 00 




125 00 




Traveling Ezpe&sea 


360 00 




394 00 




Loss on Bad Accounts 


125 00 




310 00 




Intereat Charges 


90 00 




75 00 




Delivery Expenses 


329 00 




356 00 




Office Salaries 


2 600 00 




2 600 00 




Freight Inward 


1 560 00 




1 482 00 




Inventory, 6/30/20 


23 064 25 








Inventory, 12/31/20 






25 420 30 






1177 972 69 $177 972 59 $201 393 39 J201 393 39 



Inventory, June 30, 1921, $20, 219.25. 
Required: 

(a) Comparative balance sheet — etatement form with 
current assets first 

(b) Comparative profit and loss statement for the period, 
e Model Forma XX, XXIII and XXIV. 
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Problem 43 
The following trial balances have been taken from the ledger 
of Thatcher and Jones after all adjusting entries were posted: 
June 30, 1920 September 30, 1920 



CsBb » 1 600 00 




S 1 350 00 




Goods on Hand (end 










of period) 


5 400 00 




5 600 00 






5 890 00 




7 480 00 




Purchase Discoimta 




$ 135 00 




S 265 00 


Freight Inward 


I 165 20 




1 643 20 




8ak» 




13 350 00 




13 200 to 




72 10 




104 30 




Sates Returns 


9 10 




346 




General Adminiatra- 










tive Expenses 


954 36 




768 00 




Selling Expenses 


456 78 




314 67 




Interest EamiogB 




9 00 




10 10 


LOM on Bad Debts 


35 60 




29 30 




Office Equipment 


644 fiO 




610 50 




Reaerre for Deprecia- 










tion of Office Equip- 










ment 




27 00 




64 00 


Store Fixture 


250 00 




260 00 




Reserve for Depreica- 










tion of Store Fixtures 




60 00 




75 00 


Delivery Equipment 


540 00 




760 00 














tion of Delivery 














64 00 




108 00 


Notes Receivable 


1 200 00 




1 530 00 




Notes Payable 




1 465 00 




I 206 80 


Reserve for Bad Debts 




35 10 




65 70 


Insurance Unexpired 


75 00 




60 00 




Office Supplies 


20 00 




18 00 




Wages Accrued 




140 00 




150 00 






3 600 00 




3 250 00 


Accounts Receivable 


4 510 00 




2 850 60 




A. J. Thatcher, Capital 




2 500 00 




2 500 00 


A. J. Thatcher, Current 


500 00 




50 00 




E. F. Jones, Capital 




2 500 00 




2 500 00 


E. F. Jones, Current 


542 46 
23 765 10 




51 67 
S23 384 60 




t 


$23 765 10 


S23 384 60 



Required : 

(a) Comparative balance sheet — statement form 

(b) Comparative profit and loss statement. 



)vGoO'^lc 



CLASSIFIED PROBLEMS AND EXERCISES 



A public library presents the following trial balance of its 
ledger; 

Aflen Fund for Putcfaaae of Historic Literature % 92 000 

Smith Fund for PurchaM of CiTil W&r Literature 18 OOO 

ReceiptH from Lost Books 100 

Membership AimuEil Fees 14 500 

Income from Allen Fund 3 680 

Income from Smith Fund 540 

Salaries and Sundry Expenses $ 8 040 

lUnt 9 400 

Purchase of Historic Literature 3 400 

Purchase of Civil War Literature 460 

Cash in Bank 4 930 

Securities Allen Fund 00 000 

Securities Smith Fund |g QQQ 

$128 820 $128 SaO 

Required: 

Prepare a report showing the financial status of the Ubrary. 
{From tfni) York C. P. A. Examinatim) 



)vGoo'^lc 



202 ACCOVNTJNO PROBLEMS: INTERMEDIATE 

Group G — Analysis snd Interpretation ot Financial Statements 
Problem 45 

The balance sheet of the Simplex Manufacturing Company for 
the year ending September 30, 1920, contains the following items: 
Total Aasets $1 341 610 27 

Total Liabilitiea 406 117 26 

B«eerve for Depreciation of Plant tad Machinery 46 260 00 

Bwerve for Loaa on Bad Debts 8 239 64 

Reserve (or Bond Sinking Fund 44 9ttS 73 

Reserve for Extension of Plant 43 738 20 

Reaerve for Inaursjice 19 621 14 

Capital Stock laaued and Outstanding (par SlOO) 600 000 00 

Capital Surplus, Proceeds of Sale of Treasury Stock 130 000 00 

Profit and Loss Surplus 43 565 30 

Required: 

Calculate the book value of the capital stock outstanding 
Show in detail how you arrive at your figure. 

Comments. — The book value of Htock is found by dividing the net worth 
of the eoneeni by the number of shares of stock outstanding, in this problem, 
6,000 shares. The net worth may be found in two ways, either by deduct- 
ing the total liabilitJes and valustioo reserves from the total assets, or by 
adding together the net worth or capital items. The essential thing is to 
be able to distinguish valuation reserves from proprietorship or capital 
leserreB, the latter being nothing more or lees than surplus under another 
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The finandal statements of the Acme Manufacturing Company 
contain the following items as of December 31, 1920. 

7% Preferred Stock, pat tlOO, iuued and outstandiog S2 000 000 
Common Stock, par SlOO, issued; including 5,000 shares 

treasury stock donated to secure additional working capital 2 000 000 

Balance of Surplus, January 1, 1920 . 760 000 

Net Profit for the year 1920 (Bond Interest deducted) 960 000 

First Mortgage 6% Gold Bonds outstiLnding 1 200 000 

From the above information compute the following, indicating 
all processes and amounts used to arrive at your results. 

Required: 

(a) Rate of net profit earned on all capital stock out- 
stahding 

(b) Rate of net profit earned available for common stock 
outstanding 

(c) Rate of net profit earned on invested capital 

(d) Ratio of net earnings to interest on bonds 

(e) Earnings per share on common stock outstanding 

(f) Book value per share of common stock outstanding 

(g) Book value per share of conmion stock assuming that 
the treasury stock had been sold at 975 and the 
proceeds credited to Capital Surplus 

(h) Assuming that the asset Plant was brought on the books 
at an inflated value in order to cover an issue of the 
common stock later donated to the corporation, and 
that when the stock was sold at $75 the proceeds were 
credited to the asset account instead of to capital 
surplus, would your answer be different from that 
given in (g)? 
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Problem 47 






JAMES MANUFACTURING COMPANY 




Balance Sheet aa at Deeember 31, 


1920 




ABMita 






Cath 




18 000 






2000 


Accounts Reoeivable 




3 000 


SubacriptiouB Receivable 




e 000 


Pat«nU 




40 000 






20 000 


Total Aaaeta 




%m 000 


Liatnlitiea 






Aeoomite Payable 




$4 000 


Notes Payable 




6 000 


Mortgage Payable 




10 000 


C^tal Stock Subscribed 




12 000 


Trmaury Stock Donated 




8 000 


C^tal Stock: 







Authoriicd, 1,000 shares no par Talue 
Unissued 200 shares no par value 
Issued 800 shares no par value and sold at 

SID a share S 8 000 

Leas— 800 shares no par value in treasury 

@I10 3 000 



Authorised, 400 shares ® $100 HO 000 

UnisBued 100 ehai«a @ tlOO 10 000 

Issued 300 shares ® tlOO S30 000 

Lev — 10 aharea in treasury bought back at 

par 1 OOP 29 000 

Surplus: 

Balance as of January 1, 1920 $21 000 

liSas — Dividend declared 12/16/20 and prepaid 

I2/2G/20 in unissued preferred stock 10 OOP 11 OOP 

Total Liabilities, Capital and Surplus $80 000 

Required: 

(a) Amount of working capita) 

(b) Ratio of current aasete to current liabilities 

(c) Book value per share of the common stock 

(d) Kate of stock dividend on capital invested 
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Problem 48 

The following balance sheet has been published by the X 
Company as showing the conditioa of the business after the sale 
of $10,000,000 of the first preferred stock and all of the second 
preferred stock noted therein. A prospecUve purchaser of some 
of the stock asks you to tell him book values of each class of 
stock, amounts of net tangible and net quick assets for the appro- 
priate class or classes of stock, and to advise him whether to 
purchase the first preferred at 95 or the common at 90. 

Lftnd, Buildings, Machinery S 7 000 000 

Good-Will and Patents 8 000 000 

Investments aoO 000 

Cash ID 715 000 

Invetitories 13 000 000 
Accounts &nd Notes Reoeivabto . 10 000 000 

Other Cuirent Assets 450 000 

Deferred Charges 335 000 

$50 000 000 

Liabilitiea 

Capital Stock: 

7% Cumulatire First Preferred (15 000 000 

7% Cumulative Second Prefetred 5 000 000 

Common Stock, 75,000 aharsa of no par value 6 000 000 

Notes and Accounts Payable 13 000 000 

Dividends Payable 52 500 

1919 Federal Taxes 1 000 000 

Beaerve for Depreciation 3 447 500 

Surplus 6 500 000 

»50 OOP OOP 

The par value of the preferred stock shares is $100. It 
is expected that a quarterly dividend of $2 per share will be 
paid upon the common stock. 

In your report, mention such matters as it would seem advis- 
able to know in addition to those contained in the statement 
^ven above. * 

Required: 

(a) Book value per share of each class of stock 

(b) The amount of working capital 

(o) The amount received per share for common stock issued 
to date. 

(From WUeomin C. P. A. Examination) 
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Problem 49 

The Btockholders of a trading corporaticm decide to sell their 
business to a competitor, and an agreement is made whereby the 
purchaser is to pay for the stock, the value shown by the books 
at the close of business December 31, 1914, plus a value for Good~ 
will to be determined by you as accountant upon the basis of 
the earnings for five years preceding December 31, 1914. 

The balance sheet' at the beginning of bumnese January 1, 
1914, was as follows: 



Cash 




$37 227 61 






10 026 76 






I 819 40 


Notes Receivable 




635 00 


Inventories 




36 473 22 


Unexpired Insurance 




699 44 


Furniture &nd Fixturea 


»24 02S36 




LeM_R«,erye 


14 978 01 


9 050 36 


Hotm and Wa«on Account 




2 928 16 

$98 859 94 


liabilitiM 






Capital Stock 




$60 000 00 


Surplus 




48 859 94 
$98 859 94 


The following trial balance was taken from the books Decem- 


ber 31, 1914: 








1 13 672 21 






578 10 




Notes Receivable 


700 00 




Capital Stock 




$ 50 000 00 


Cash 


22 394 81 






234 69 






60 83 




Accounts Payable 




4 556 68 






4 165 08 


Discount Sales 


- 1 218 50 




General Expense Account 


4 442 33 




General Expense 


1 595 69 




Fuel and Light 


2 484 96 




Furniture and Fixtures 


24 112 46 




Fumit.ure and Fixtures RepiuTB 


337 79 




Freight and Cartage In 


4 409 62 




Freight and Cartage Out 


429 68 




Horse and Wagon Account 


2 928 16 
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Horse and Wagon Bepain $ 169 68 



Horse Feed 


421 18 




Interest 




S183 01 


Inventory, January I, 1914 


86 473 22 




Insurance 


2 020 30 




Labor 


24 473 80 






13 68 




Printing and Stationery 


634 16 




Profit and Loss 


176 14 




Puichaaea 


215 686 61 




Rent 


4 000 00 








14 978 01 


Salary 


9 0SB 14 




Sales 




258 101 22 


Special Accounts 


2 132 29 




Special Account* 




714 79 


Surplus 




44 795 96 


Taxes 


100 29 




TraTding Eipense 


2 535 63 
1377 495 65 






8377 495 66 



The inventories of December 31, 1914, were Merchandise, 
$53,134.65; Unexpired Insurance, $975.S6. 10% depreciation 
is to be allowed upon the book value of the Horse and Wagon 
account and the Furniture and Fixtures account The net 
earnings for the four years were as follows: 

1910 S3 132 74 

1911 4 728 93 

1912 6 241 24 

1913 5 876 29 
Dividends have been paid each year at the rate of 6%. 

Required: 

(a) Profit and loss statement for the year 1914 

(b) Detennine the value of the good-will and explain 3rour 
method 

(c) Balance sheet of December 31, 1914 

(d) What is the book value of the stock, per share? Total 
number of shares is 500. 

(from MiutachuMiU C. P. A. ExamiwOUm) 
Comments. — Set up the financial statementa in the ueual msDner. 
A suggested method of valuing the good-will is to &nd the average profits 

for the past 5 years. Capitalise this amount at a normal rate and compare 

Uiis capitalisation with the net worth of the corporation. 
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Problem SO 
THE SEWARD COMPANY 
Balance Sheet— December 31, 1920 

B«d Estate, Buildings, Plant, Machinery, Equipment and 

Good-WiU $: 

Inveetmenta in Stoeka and Bonds at Coat (market value 

$100,000) 

Current Aaaeta: 

Inventdties: 

Raw Material (market value) S230 000 

Finiahed Stock at Selling Prices, leu Discount 

5 per cent. 200 000 

Consignment (selling value) 60 000 

Supplies (estimated) 200 OOP 

S680 000 

Accounts and Bills Reoeivable, including Advances 

to Employes 226 000 

Stock in Treasury (unissued): 

Preferred SIAO 000 

Common 237 OOP 387 000 

Investments in Subsidiary Companies 42S 000 

Cash and Miscellaneous Items SO OOP 1 



Capital Stock: 

Preferred Stock 

Common Stock 
Bonds and Bankers' Loans 
Reserves: 

For Depredation 

Balance (debit) 
For Bad Debts 
Other Contingencies 


SUO 000 

135 000 

S 25 000 

5 000 

50 000 

$115 000 
231 000 
52 000 


$1 000 000 

I 800 000 

629 000 

30 000 


Accounts Payable 
Accrued Items 


398 000 
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Required: 

(a) Write a brief criticism of the balance sheet from the 
standpoint of form and arrangement and of the com- 
pany's financial condition 

(b) Assuming the markup on finished goods to be 50% you 
are asked to recast the statement using the form that in 
your opinion will beat set forth the condition of the 
business. 

(Adapted from MattaehwetU C. P. A. Examinalum) 

Commanta. — Ilia b&lance sheet should be eatirely rewritten in accords 
nnce with good practice. Make such adjuBtmeDto aa can be made from the 
informatioD at hand and call attention to those that cannot be made. 
The finished stock and consignments should be written down to cost, the 
adjustment being made through surplus. The reserve for coutingenciM 
may be used to offset any deficit that may be shown. 



Problem 51 

THE B. F. GOODRICH COMPANY 

Consolidated Balance Sbaet 

December 31, 19— 

Asaeta 

C<q>it»l Assets : 

Real Estate, Buildinp', Plant, Machinery and Sundry 

Equipment less Reserve for Depreciation tl2 679 161 72 

Patento 583 650 00 

Good-WiU 57 798 000 00 " 

$71 060 801 72 
InTcstmenta in Other Companies, etc . 1 197 058 00 

Sodete Franoaise B. F. Goodrich — representing the net 

investment at Deoember 31, 191- 670 987 32 

20,587 Sharee of 7% Cumulative Preferred Stock in 

Treasury at Par 2 058 700 Of 
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Current Aasets: 

Inventory of Raw Materiab, Parti; 

Manufactured and Finiebed Stock S12 614 926 67 
Trade Accounts Receivable after de- 
ducting Reeeire to corer Doubtful 
Accounts, Diacounts, and Allowances 4 690 938 10 
Other Acoounta Receiyable 777 266 85 

Bills Receivable 686 274 70 

Cash in Banks and on Hand 723 053 50 Sid 401 460 82 

Deferwd Charges to Future Operations : 
Fnpwd Insurance, Interest, Taxes, ete. 222 950 01 

t94 611 966 87 
Liabilities 
Capita] Stoct: 
600,000 shares of Common Stock of 

SlOO each $60 000 000 00 

300,000 shares of 7% Cumulative Pre- 
ferred Stock of SlOO each 30 OOP OOP 00 S90 000 000 00 

(Redeemable in case of dissolution, 
liquidation, merger or consolidation 
at S126 per share) 
Current Liabilities: 
Bills Payable 2 799 736 24 

Accounts Payable 489 031 S3 

Sundry Accrued Liabilities 217 200 47 3 606 974 24 

Reserve for Contingencies 300 000 00 

Surplus 

Balanceat December 31, 191- ' SS06 236 24 

Add — Net Profit for the year ending 
December 31, 191-, as per annexed 
statement 2 599 747 30 

S 3 405 982 03 
Deduct — Dividends 
Pud. 7% on Cumu- 
lative Preferred Stock 
for the year ending 
December 31, 101- S2 100 000 
1% on Common Stock OOP OOP 2 700 000 00 706 982 63 

Contingent Liability 

(Bociete Francaiae B. F. Goodrich) $573 000 00 

Bankers loans secured by assets of 
the French Company and by the guar- 
antee of the B. F. Goodrich Company 

(a New York Corporation) 

$94 611 956 87 
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THE B. F. GOODRICH COMPANY 

Profit and Loaa Account 
For the Year Ending Deoember 31, 19- 
NetSaleB $39 500 346 S3 

Deduct — Manufaaturing, Selling, and General Admini- 
strative Expenses '' 36 451 233 98 
Profit from Operations S 3 058 112 54 
Add — Miscellaneous Income 491 316 72 

$ 8 549 429 26 
Deduct — Reduction of Treasury Preferred 

Stock from Cost to Par Value S168 417 03 

Provision for Depreciation 541 358 09 

Int«»wt on Bills Payable 239 900 75 949 681 87 

Net Profit Carried to Balance Sheet < 2 699 747 39 

Required: 

(a) Define capital asseta; contingent liability; consolidated 
balance sheet; 7% cumulaUve stock 

(b) How was the treasury stock preferred acquired? What 
entry pertaining to this stock was made during the year? 

(c) What is the ratio between current assets and current 
liabilitiea? 

(d) What, in your opinion, is included under "Other Ac- 
counts Beceivable" and "Sundry Accrued LiabUities?" 

(e) Would there appear to be any relation between the 
amount of good-will and the issue of couunon stock? 
What proportion of the total assets is represented by 
good-will? 

(f) What is the book value of the common stock? 

(g) Do you approve of the amount of reserves for deprecia- 
tion and for doubtful accounts not being shown? 

(h) Was the dividend paid on the common stock earned 
iiuring the current year? 
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THE AMERICAN SUGAR REFINING COMPANY 

&nd Ilfl Constituent CompanMS 
Condensed General B&l&nce Sheet, Deoember 31, 1917 

Reftt Estate and Plants, including Refineries, Warehouses, 
Cooperage, Railroads, Tank Cars, Wharves, and Sta- 
bles, with their machinery and equipment, and timbw 
and other lands owned in fee or through ownership of 
the entire Capital Stock of conatituent companies, at 
cost less depreciation S 45 931 123 93 

Investments, General 24 782 540 68 

Investments, Insurance Fund 9 500 000 00 

Investments, Pension Fund 1 750 000 00 

Merchandise and Supplies, including raw and refined 
sugar, syrup, material in process of manufacturing 
boneblack, cooperage, and other stock and supplies on 
hand 9 142 074 71 

Prepaid Accounts, Insurance, Taxes, Etc. 309 051 18 

Loans I 121 206 10 

Accounts Receivable 3 322 489 23 

Accrued Income, Interest earned, and dividends declared 

but not yet collected I 047 043 91 

Cash on hand, with Trust Companies, Banks and Short 
Term Loans 





S137 398 841 03 


Liabilities 




Capital Stock! 




Prefwred M5 000 000 




Common 45 000 000 


S 00 000 000 00 


Sundry ReservM: 








For Pension Fund I 760 000 00 




For Improvement of Plants 3 367 514 84 




For T*ade Mark Advertising 2 000 000 00 




For Continnencies 823 647 99 


17 441 162 88 


Accounts, Taxes, and Loans Payable 


8 097 lis 45 


Dividends declared, payable January 2, 1918, and former 




dividends unclaimed 


1 S99 036 75 


Surplus: 




Balance, December 8t, 1916 <18 348 711 69 




Add— Amount transferred in 1917 as 




stated in Income and Profit and 




Loss Statement 1 912 816 21 


20 261 626 90 




S137 398 841 93 
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Profit md Low Statement 
Comparative 8t*t<iment yeaw 1915, 1916 and 191 7 

(>«dlt>; ISIB 1018 1017 

FnAt from OpmUoiB • 3 991 MS 39 • 9 768 379 43 S 10 OJU) 391 41 

latttmt OD LoMU uid Depoatl 88000909 70390070 10060022S 

buHimt from loTntmenU 3 313 410 31 3 OOS 737 10 3 I3B »4B 70 

Nat Prt^t Irom iDTStmenti ^_ 348 33B 34 31 S54 g» 

t a 1S« 730 flO t 18 703 443 M t 14 313 7B7 31 



«8j 4n> T« 

701 093 34 

> 7 B73 183 69 I 13 703 443 M I 14 313 787 31 

DapnoiBtioii. RaHwal utd R«- 

S 700304 71 • 300000000 I 300000000 

48100008 3SS3M3 0e 400000000 

8 309 073 00 B 290 973 00 fl 399 07Z 00 

• 7 S73 183 ee S 11 883 G34 OO I 13 309 073 00 



at uid«d to 8iiri>lua of fo 



3 010 900 47 



B«^ EMutc tad FUiItl • 4S 783 HO 47 I 47 34fl 443 88 • 4G 031 133 93 

lOTtrtDuinti, Oanenl 32ST7 773 00 28 973 03834 347S35406S 

iDTstmastB, Innmuoa Fuod SOOOOOOOO 900000000 9G0b00000 

iDvtMmsDts. PtBuon Fund 100000000 ISWOOOOO I7CO0OO00 

MtnliuidlH A Supplis Ifi 083 384 S3 18 664 830 97 9 143 074 71 

Pniaid AosounU 3C2 834 04 1 £37 643 32 309 OSI IB 

Louu a 803 374 90 1 333 1S3 00 1 131 3Wt 10 

Aoeounta Raselnblc 460739809 383a3M72 33334S033 

Aocrvgd loco&a 468 S44 87 GSS 907 03 1 047 043 91 

Cuh la 834 808 33 33 717 463 63 40 *B3 3J2 19 

•133 061 S7S 01 IIZO 979 77S 80 1137 SOS S41 03 
ritbUitiet ! 

CtfiUl Stock (9000000000 tOOOOOOOOOO S9000000D00 

Sundiy RgterrM 10 137 706 62 13 47S 207 87 17 441 162 83 

AoeouDU * Loua Fayobb 390944363 466696324 8007 1 IS 4S 

Dividuxb dsobnd ft outitudina .1S9ES043S lEOOSBSOO 1S99036 7S 

BwphH 16 328 803 22 18 348 711 89 20 261 526 90 

1123 081 876 01 1129 079 7 78 , 80 8137 308 941 08 
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Qneitlani 

(a) Give two ezamplea of & funded reaem in the above balanoe sheet. 

(b) What amount of current assets does the balance sheet shoirT What 
is the ratio between current assets and liabilitiea? 

(c) Ascertain what dividends were declared by this company payable on 
January 2, 1918, and after doing so determine the amount of unclaimed 
dividends. 

(d) How do you explain the item among the assets, "Accrued income, 
interest earned, and dividendi declared but ntU yet eMeetedt" 

(e) After allowing for the dividend paid on the preferred stock during 
the year, what were the earning per share on the common stockT 

(0 What evidences of strength do you observe in the statements of this 
company? 

(g) Determine the book value of the common stock. 

(h) Explain the nature of the Bcserve for Trade Mark Advertising. 
Give the probable function of the account. 

(i) The Reserve for Pensioii Fund and the correHponding Pension Fund 
have been increased S6O0,0OO during the year. By what entries was this 
brought about? 

(j) The report of the company states that the number of etockholden 
has increased during the year from 18,949 to 19,758 and that the average 
holdings have decreased from 47^ shares to 45^ shares. Is this change 
to be regarded in a favorable or an unfavorable light? 

(k) From a study of the comparative figures for 1916, 1916 and 1917, 
write a full report upon the growth and development of the company during 
these years as revealed by such figures. 

(I) During the first Liberty Loan Campaign, the company financed the 
purchase of Liberty Bonds by employees to a total amount. of (471,300. 
representing HubscriptionB by 6,876 employees. The company is being 
reimbursed at the rate of SI per week for each $60 bond. Make complete 
recommendations with reference ta handling this matter through the ao- 
ofiunting records, and the manner of showing same on this balance sheet. 

(m) Explain this quotation from the detailed report: "Betterments have 
been capitalised to the extent of SS66,323.66." 

(n) The total business of the company for the year exceeded 1200, 000,000. 
What is your opinion of the rate of return shown by the profit from opera- 
tions of $10,055,201.41 as compared with rate which ordinarily prevails 
in a manufacturing concern? 
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Problem 53 

PITTSBtTRGH PLATE GLASS COMPANY 

Statement of Aaeeta and Liabilitiea 

December 31, 1920 



Mittsiia Mid Workinc Aooountl 
Bilk tad AcDDunta RasoiviblB 
Bcudi, Sundiy 
BohIb, libsty hfjtiu 
Cuti ud Cuh Itanu 

Qidok Ansta 
Tnuuiy Btook 



CaplUl Btook Authoriiod 
L— DniMed CnpiUl Stook 
l^iotiaiuil BbuM laansd 
Sundrr Cradlta: 

Bills FftT^bla 

AscounM Partble (Curtsnt} 
InaunuMS fond 

RtMrre for Poirible iBvantory DaflMioO 
Eaaw* f sr EiUnutad Fnbnl Inooiae u 

Tbh PsrsUa in 1921 



tSSMS 6M S6 



311 UT U 

£02 127 73 

3 472 two 43 



5 132 707 82 
Ml SSI BO 

« BSO 000 00 

6 BOO 000 00 



Jl br Pklnt. VsrniBh, Dry 



(IS 4S1 aiE <S 



atUr abOTa i»ervM 






f«TuiauidInv«n- 






toy Deflation tlO BJ» OOG 80 






LtH—Di pre elation 








8 B96 91E 79 






tSS 882 487 06 




L(H— Common Stack 






■nd pnmium iHied 






and [Ndd to ndn 






Pnfemd Btoek S 1*7 016 SS 






Fodnal Inooma and 






EnHproQUTaHa 






on IBia Proflta 2 898 490 22 






Caah DiTidenda 3 3SE M4 00 






Stock D><ld€nda S IM MO DO 


•13 OOE Oil M 




BalaooB io Surplut AxxninU 13/31/20 




M 387 4SS 94 
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(a) Net earnings of $8,595,915.79 ue equivalent to what per cent on 
capital atoclc? on invested capital? 

(b) Investment account shows over $3£,000,000. How may such a large 
amount be accounted for? 

(c) Federal taxes for two full years amounting to 98,396,490.22 have 
been deducted from profits and surplus account How is this accounted 
for? 

(d) Explain the nature of Reserve for Possible Inventory Deflation. 

(e) What do you assume to be included under title (a) Material and 
Working Accounts; (b) Merchandise. 

it) What entry was made on books for item "Depreciation and Obso- 
lescence?" 

(g) What is tiie working capital ratio? 

(h) Explain the item "Fractional Shares Issued." 

(i) find book value of capital stock. 

(j) How was Treasury Stock acquired? 

(k) Set up the baJanoe sheet ia better form. 



Problem 54 

EASTMAN KODAK COMPANY OF NEW JEHaEY 

and Subsidiary Companies 

Combined Balance Sheet 

December 31, 19 — 

Liabilities 
Capital Stock : 
Authoriged: 

100,000 shares Preferred Stock SIO 000 000 00 

260,000 shares Common Stock of 
SIOO each 25 OOP OOP 00 

«3S 000 OOP 00 

Preferred Stock $6 166 700 00 

Common Stock S19 586 200 00 

Leas— InTresflury 63 400 00 19 622 800 00 $26 688 500 00 
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Current Liabilitieg: 



Quarterly Dividends 
(pBjablel-l-ig): 
Preferred Stock % 92 485 50 
Common Stock 488 070 00 580 555 50 *2 091 565 77 

Welfare Fund Rewrv c I 025 620 91 

Other Fund a and Renerves: 

(469 196 63 
3 250 000 00 
For Depreciation 2 S5S 518 81 

For Contingencies 360 137 34 6 937 862 68 

Surplufl aa per Annexed Account 17 507 435 47 

«53 250 874 83 

Coat of ftopertie a (including Seal Estate, Buildings, 
I^ant, Machinery, Patents and Good-'Will, and Invest- 
ments in Other Photographic Companiea) 932 014 370 90 

Deferred Charges to Profit and Loaa Account 

(Insurance, Taxes, etc., Paid in advance) 139 651 67 

Welfare Fund Assets: 1 026 620 91 

Current Aas eta: 

Merchandise, Materials and Supplies 

on hand S 9 733 650 12 

Accounts and Bills Receivable (net) 3 317 703 12 
Marketable Bonds and Stock 1 3S6 913 99 

(Market Value, 1 1,606,9 12.50) 

Cash: 

On deposit at In- 
terest S 4 228 072 87 

At Banks on Cur- 
rent Accounts 
and on hand I 406 991 26 5 634 064 12 20 071 331 36 



Surplus Account 
Balance at December 31, 19— »12 186 287 52 

Less— Transferred to Welfare Fund 500 000 

111 686 287 62 
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EASTMAN KODAK COMPANY OF NEW JERSEY 

and Subeidiaiy Corop(uuM 

Combined BfJaoea Sheet — Coptipued 

Pecwnber 81, 19 — 

Spm-lpb Accodmt — Continued 

Net Profita of Combined Compaoiee for 

year ending December 31, 10— S13 990 047 4fi 

Deduct — Dividends Paid 
and Accrued: 
Four quarterly divi- , 

dendaof l>^%each 
on Preferred Stock 1369 942 00 
Four dividends of 
2ii% each and ex- 
tra DividendB 
amounting to 30% 

on Common Stoolt 7 807 9fi7 60 8 177 899 60 
Balance, Amount to Surplus 5 821 147 96 

»17~507 435 47 

Qneatlona 

(a) The above balance abeet aa it appeared in the original report was 
prepared in double page fonn, liabilities being shown on the left-band page 
and assets on the right. 

With what practice does this conformT What reasons exist for auch an 
arrangement? 

(b) Explain the method illustrated of showing Treasury Stock Common. 

(c) Define funded neerve. What example of a funded reserve appears 
in this balance sheet? 

(d) What do you assume to be the purpose of the following reserves? 

For Capital Purposes 
For Contingencies 

(e) AsBuming that the preferred stockholders do not ehare in the distri- 
bution of earnings in excess of the established rate of 6%, what ia the book 
VE^ue of the common atock now outstandingT 

(f) Do you think the reserve for depreciation ia exceesiveT 

(g) The auditor's certificate states that "full provision has been made 
for bad and doubtful accounts receivable." 

What evidence, if any, ia there in the balance sheet that this has been 
done? 

(h) What were the earnings per ahaie of the Common Stock for the year 
in excesa of preferred dividend requirementa? 

(i) What criticism, if any, have you to offer in regard to the order of 
airangement of assets and liabilitiee? 
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Problem Si 

ABMOUR AND COMPANY 

Finaaeial Statement for Kacal Year ending October 28, 1916 



Lands, Building, Plants, Machin~ 

ery.etc S 54 116 062 70 

Refrigerator and Other Cars 3 913 677 00 

Car TruBt Agreement 4 848 416 00 

Investment in Allied Companieg 28 152 622 31 $ 91 080 678 01 

C urrent Aweta: 
Inventories of Product, Material 

and Supplies S 57 120 917 52 

Miscellaneous Marketable Invest- 

mento 11 091 429 64 

Bills Reoavabl« 5 354 017 00 

Accounts ReoeivaMe 56 282 (SI 37 

Cash on Hand and in Banks 7 893 406 79 137 742 694 32 

S228 773 372 33 



Current LiabilitieB : 

Bills Payable S 27 86S 600 00 

Accounts Payable 18 155 831 29 t 41 021 431 29 

Reserve (for bond interest) 918 824 31 
Capital Uabilitisfl: 

Bonds 60 000 000 00 

Capital Stock (100 000 000 00 

Surplus' 86 833 116 73 136 833 116 73 

Net Capital investment <228 773 372 33 

A dividend of $2,000,000 was paid January 15, 1916, out of 1016 earnings. 
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ARMOUR AND COMPANY 
Income and Expenditures 
Income 
Net Profit OD Manufacture and Salee aft«r deducting 
chargeg for repairs and depreciation, including also 
eominga of subsidiary allied compaaiee $27 162 194 48 

Expenditures 
Interest on Bonds $ 1 S09 783 51 

Interest on Borrowed Money I 925 424 67 

Administrative Expense 1 960 602 26 

Taxes, Insurance, etc. I 366 354 04 

Net EaminsB $20 256 000 00 

Less — Donation to Pension Fund 156 000 00 20 100 000 00 

$27 162 164 48 
A dividend of 2% h«a been declared payable January IS, 1917. 

Queitions 

(a) The net earnings of $20,100,000 are equivalent to what per cent on 
the capital stock? on the invested capital? 

(b) The gross sales for the year amounted to $526,000,000. The net 
profit for the year is equivalent to bow many cents on each dollar oi sales? 

(c) The report states that a dividend of 2% has been declared payable 
January IS. Do you find such a dividend stated among the liabilities? 

(d) Explain the exact nature of the following assets: 

Car Trust Agreement. 
Investments in Allied Companies. 
Miscellaneous Marketable Investments. 

(e) What is meant by the item: Reserve for Bond Interest? 

(f) What is the book valu^ of the stock? 

(g) Re: Pension Fund > 
Begun by an Endowment Fund of $1,000,000 being appropriated by the 

company in 1911. The company makes an annual contribution to the 
fund (this year $156,000 or about 1H% of the capital stock) and employees 
receiving from $520 to $7,500 per year contribute 3% of their annual sal- 
aries. This is deducted from the June salary. Employees leaving the 
service before retirement are entitled to a refund. 

Officers and empbyees may be pensioned, men at 67 and women at 60, 
if preceded by 20 years of continuous service. Compulsory retirement age 
is 65. 

Pensions are computed at 2% of the salary at retirement, multiplied by 
number of years of continuous service. 

Id case of death after 15 years of continuous service, the widow or de- 
pendents of the employee receive a pension computed on a basis of one 
per cent for each year's service; if such decedents have participated in the 
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n Fund, his dependents are entitled to a return of all amountB paid 
into the fund plus oompound interest at 4%. 

You are asked to recommend a method of recording on the books all trans- 
actionB pertaining to the Peoaion Fund; also to prescribe any special books 
pertaining thereto which you deem necessary. 



F. W. WOOLWORTH COMPANY 

Figures of operations for the year ended December 31, 1021, with com- 
parisona, are given below: 

1021 1020 

Net Sales «147 654 647 S140 018 081 

Net Income ■ tl3 7fi2 060 9 775 291 

Preferred Dividends 770 000 857 500 

Balance « 13 022 960 

Common Dividends 5 200 000 

Surplus S 7 822 060 

Previous Surplus 14 361 365 



Total Surplus $ 22 184 325 $ 20 462 180 

Stock Dividend 15 000 000 

Preferred Stock Premium 145 875 100 821 

Profit and Loss Surplus $ 22 038 050 » 14 361 365 

* After depreciation, Federal taxes, etc. 

t After 11,743,170 depTeciatlon in inventories and reserve of S3,500,000 
for Federal t&xes, eontingenciea, etc. 
Tlie general balance sheet as of December 31, 1021, compares as follows: 



Real Estate, Buildings, etc. 
Qood-WiU 
T^«asuiT Stock 
Securities 

Mortgage Receivable 
iDven tones 
Aocounts Receivable 
Cash 

Prepayments 
Dividends Accrued 
Deferred Charges 
Totals «106 864 799 » 09 293 971 



1021 


1020 


$ 20 427 044 


$ 16 424 127 


60 000 000 


60 000 000 


472 045 


2 611 920 


I 330 834 


1 340 903 


74 250 


82 000 


16 194 461 


18 500 668 


703 033 


468 308 


11 050 799 


4 267 345 


S3 910 


148 383 


10 803 


45 180 


6 517 020 


6 405 132 
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Frettxred Stock 
Common Stock 
Mortgage P&y&ble 
Aecoimtji Psyable 
Dividends Payable 
Depreciation Reserre 
Reserre for Taxes, etc. 
Employment Benefit Fund 
Surplus 
Totals S106 864 799 » 09 203 971 

Analyze the above figures for the purpose of determiniiig the 
following: 

<a) Net euiiin^ applicable to common dividends aa compared with 
1020. 
(b) Comparison of cash position of 1920 and lOSI. 
(e) Compafison of inventories considering that there hu been an increftM 



S 10 000 000 


« 12 000 000 


66 000 000 


05 000 000 


1 914 500 


1 524 500 


601 96S 


831 988 


175 000 


210 000 


8 474 384 


2 906 117 


3 SCO 000 


2 300 000 


100 000 


100 000 


22 038 950 


14 361 366 



(d) Comparison of working capital. 

(e) Net profits per dollar of salee. 

(f) Keduotion in preferred stock. 

(g) Write a brief report summariiing the above findinp and discussing 
the position of the company at the close of the year aa compared with 
the beginning. 



/ Problem 57 

PNITED FRUIT COMPAHY 

The figures of operaUons for the year ended December 31, 1921, 
with comparisons, follow: 

1921 1920 Decrease 

Net earning 118 827 979 $43 661 238 $24 833 259 

Other income 1 751 856 B54 035 '797 821 

Total net $20 579 836 $44 615 274 $24 035 438 

Interest charges 8 905 25 187 16 281 

balance $20 670 930 $44 590 087 $24 019 166 
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EstalfflUM 8 BdS 167 15 581 77B 11 986 612 

Net ptofA $16 975 763 $29 008 307 $12 0S2 543 

Dividen<fa _?_OPP_POP 6 518 990 '1 481 OI Q 

Surplus 
IteviouB surpIuA 

ToUl profit and loss eutplus $34 956 774 $71 C99 040 $36 643 265 
Direct clurges to profit and loos 

balanoe fM OOP 000 SO 000 OOP 

Balance $34 955 774 $21 499 040 t$13 356 734 

Direct credita to profit and km 4 380 970 4 380 970 

Balance credit of profit and loes $34 955 774 $26 980 010 $ 8 975 763 

* iDcrease. t Capital stock diBtribution. 

The condenaed balance sheet as tA December 31, 1921, as 
compared with December 31, 1920, ia given below-' 



Property: 1 921 1920 

Tropica] Idnds and Equipment $ 88 464 682 $ 78 197 713 

Domestic and European Property 8 812 417 8 729 118 

StoamaliipB (tonnage 239,297} 23 189 097 19 203 833 

Steamahipe under Construction 1 608 660 6 729 766 

Totals $122 064 857 $112 860 431 - 

Inveetmenta: 

United States and Britiah Government 

Securities $9 227 553 $13 742 183 

Other Investments 6 057 266 5 982 593 



$ 15 284 818 $ 10 724 777 



Bet aside for payment of 4}{% debentures 
Current Aaaeta: 



Cash 


$11 176 328 


$20 302 302 


Notes Beoeirable 


28 952 


213 044 


Accounts Receivable 


6 298 614 


7 349 066 


Sugar and Molasses Stock 


1 240 487 
$ 17 744 361 


3 105 264 


Totals 


$ 31 069 477 


Deferred Assets: 






Loans to nanten 


$1 120 707 


$842 437 


Other Items 


1 345 194 


972 646 


Totals 


$ 2 465 902 


$ 1 814 984 


Deferred Debits 


979 692 


603 796 


Transit Items 


1 773 141 
$160 312 776 


1 338 343 


Total Assets 


$167 684 126 
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Capital Stock: 
United Fruit Company 

Fund Debt: 
4W% Deb. 1923 
iH% Deb. 19M 


SlOO 000 000 


$50 000 000 
60 000 000 

$ 19S SOO 

131 SOO 


Total 
Dnfte Payable 
Dividend Payable 


$1 070 511 

3 375 945 

2 000 000 

S e 446 4S7 

S243 125 
363 620 
200 483 
424 802 
t 1 291 930 
2 046 662 

2 312 068 

12 630 726 

629 165 

34 955 774 

» 50 527 734 

160 312 775 


$ 327 000 

«1 908 931 
5 514 74S 
2 000 000 


Totab 
Deterred LiabiKtiea; 
CoBta Rica Ry. Material Account 
Costa Rica Ry. Replacement Res. 
BeataLs Accrued 
Other Deferred liabilities 


% g 513 680 

»243 125 
331 738 
162 024 
246 373 


Totals 
Deferred Credita 
Surplus: 
Steamship Construction Reserve 
Tax Reserve 
Insurance Reserve 
Profit and Lobs 
Totals 
Total Liabilities 


$ 1 083 262 
815 380 

102 237 
20 862 555 

25 980 010 
$65 944 803 
167 684 126 



* Issued January 15, 1921, to stockholders of record December 20, 1920. 

QuestionB 

(a) Compare the earnings per share of 1921 with 1920. 

(b) Compare ratio of current assets t« current liabilities for 1921 and 
1920. 

(c) Can you determine from the statement to what eiitent the eompaay 
has reduced its operating costs? 

(d) What was the market value of the stock on December 31, 19217 
The book value? 

(e) When and how were the i}47o Debentures of 1923 and 1925 paid off? 

(f) Distinfuish between deferred assets and deferred debits; deferred 
liabilities and deferred credits. 

(e) Explain "Capital stock distribution 150,000,000." 
(h) Define "Tr&nsit Items." 
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Problem 58 
A corporation has the foDowing items in its b^ance sheet: 
Accounts Payable, Accoimts Receivable, Cash, Capital Stock, 
Expense Accrued not due, Expense Paid in Advance, Good-Will, 
Merchandise, Machinery, Notes Payable, Patents, Real Estate, 
Reserve for Depreciation of Plant, Surplus, Trade Marks, and 
Treasury Stock. 

You are asked to figure the value ctf the stock. State which 
items you would take to get the gross, and which items you would 
deduct from the gross to get the net amount, and how you would 
obtain the value of each share. 

(MtmwAiMttt C. P. A.) 



Problem 59 

The ledger of a manufacturing corporation contains a Fire 
Insurance Pund account. The treasurer submits, for credit 
purposes, a statement showing, as "Surplus Funds," the sum of 
the amount at the credit of the Insurance Fund account, uid of 
the amount at the credit of Surplus account. State (a) your 
comments thereon; and (b) the reasons supporting your answer. 
(MaataehuMUa C. P. A.) 
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Problem 60 

A manufacturer renders the following statement for credit 
putposes: 



Auete 




Li&bilitiM 




Residence 


» 30 000 




$12 000 


Plant 


140 000 


MoTtg&ge, Plant 


60 000 


Inventory 


90 400 


Notes Payable 


26 000 




3 600 


Accounts Payable 


19 660 


Cuh 


626 


Surplus 


147 876 




«2e4 S25 




»264 625 



From this statement, what inferences would you draw aa to 
the condition of bis business? 

{ManachwftU C. P. A.) 



Problem 61 

PASaAIC FALLS WOOLEN MANUFACTUR I NG CO. 

Balance Sheetr-June 30. 1918 



Aueto: 
Land 

Buildings (brick) 
Machinery 
Steam Power Plant 

Treasury Stock Common, 250 shares costing 
Accounts Receivable 
Inventories, June 30, 1918 
Cash 



Liabilitiea. 

Capital Stock — common, par $100.00 

Capita] Stock— preferred 7% cumulative, par SIOO.OO 

Accounts Payable 

Undistributed Earnings, June 30, 1617 

Profits, year ended June 30, IS18 



$ 10 000 00 
100 000 00 
ISO 000 00 
25 000 00 
20 000 00 
50 000 00 
75 000 00 
20^00 00 
»450 OOP 00 

S125 000 00 
100 000 00 
130 000 00 
60 000 00 
35 O OP 00 
>4.'50 OOP 00 
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Adjust the above figures in regard to the followmg: 

(1) Land is appnused at $15,000 and is to be adjusted to 
that value. 

(2) Give effect iu the statements to depreciation of the wasting 
fixed assets for the year ended June 30, 1918, at rates considered 
fair. 

(3) Dividends on the Preferred Stock have not been paid for 
years ended June 30, 1917, and June 30, 1918. 

(4) Inventories are valued $5,000 below cost. 

Required — From the above balance sheet and data: 

(a) Prepare corrected balance sheet in appropriate form 
for the information of stockholders 

(b) Show statement of adjustments to profits and surplus, 

(Awn Ameriam ImMuU Examination) 



Problem 62 

The following is a comparative balance sheet at December 
31, 1910, and at December 31, 1911, presented to the Board of 
Directors of the Western Company at its meeting January 5, 
1912. 

12/31/1910 12/31/1911 



Land 


f 20 000 00 


S 25 000 00 


Buildings 


4S 000 00 


45 000 00 




86 000 00 


89 000 00 


Horeee, Woeoos, and Hameases 


lOfiOO 00 


10 500 00 


Patente 


6 000 00 


6 000 00 


Good-Will 


25 000 00 


25 000 00 


Cash 


28 300 00 


10 300 00 




29 600 00 


26 550 00 


Inveetments and Bonds 




15 000 00 


Inventor?, Goods in Process 


10 800 00 


U 690 00 


Inventory, Materials and Suppliee 


6 750 00 


10 300 00 


Agency Inveetments 




3 680 00 




»267 950 00 


»281 020 00 
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Liabilitiea 

Bonds and Mortgages Payable S 20 000 00 

Notes Payable t S6 000 00 2 000 00 

Acooimta Payable 16 400 00 19 350 00 



a for Depreciation 2 fiOO 00 6 750 00 

Discount on Bonds 1 000 00 
Capital Stock: 

Frefened 150 000 00 150 000 00 

Common fiO 000 00 50 000 00 

Surplus H 050 00 31 920 00 

8267 950 00 >281 020 00 

The land increase wae due to appraisal based on rise of values 
of factory sites in the immediate vicinity. 

Tt^ther with the above bidance sheet, there was submitted 
to the Board a statement of income an(^ profit and loss showing 
the profita of the year to have been $22,120. 

The directors state to the auditor that in view of the decrease 
of cash and accounts receivable, of the absence of dividends, 
and of the increase of capital Uabihties, they are unable to ascer- 
tain what has become of the profits of the year. 

Required. — Prepare a statement to show clearly how the West- 
em Company has applied such resources of the year 1910 as have 
been lost in 1911, and the resources and profits of the year IdU. 
(From MoMaehvettt C. P. A. Examination) 
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Group H — Financial Statements — Theory Questions 



In a general way what is the difference between a financial 
statement and a balance sheet? 

(JlfieAt0an C. P. A.) 



Distinguish between the function of the profit and loss state- 
ment and that of the balance sheet. 



T-3 

On what theory does the English form of balance sheet differ 
from the continental and American form? Give an argument 
either for or against the English form. 

(Weill York C. P. A.) 



What is the mechanism of the double account form of balance 
sheet? Explain the connection between its sections. 

(Nao York C. P. A.) 



(a) What detennines the form and arrangement of the balance 
sheet? 

(b) What, if any, are the existing limitations to the accuracy 
of any balance sheet? 

(Ohio C. P. A.) 
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T-6 

In which BecUon of the balance sheet and in what order would 
you show the following items: wages, accounts payable, taxes, 
notes payable, interest accrued payable? 

(Ameruxm Imttivta) 



T-7 

Give either the classiGcation of notes and accounts receivable 
suggested in the Federal Reserve Bulletin for April 1917, for use 
in audited statements for credit purposes, or an alternative classi- 
fic&tion. 

(Ameriean ItutOute) 



T-8 

There is a confusion in the minds of many people between 
statements of "revenue and expense" on the one hand and of 
"receipts and payments" on the other hand. Discuss the dis- 
tinctive features of such statements showing wherein they differ. 
{Amtritan In^auU.) 



How would you distinguish between plant and machinery 
expenditures chargeable to capital assets accounts and those 
chargeable to ordinary repair and maintenance accounts? 



T-10 

How would you classify the foQowing items in preparing a 
certificate of condition, to be filed with the Secretary of the 
Commonwealth? 

(a) Prepaid Insurance. 
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(b) Duty p&id on fore^ merchandise received, invoice for 
same being unpaid. 

(c) Investments in stocks. 

(d) An ascertained loss on a contract for the purchase of 
merchandise to be delivered in the following month. 

(Ma*taehvMt C. P. A.) 



T-Il 

In preparing a balance sheet of a corporation how would you 
classify or deal with securities: 

(a) Representing the entire ownership of a plant? 

(b) Representing an interest in a competing company? 

(c) Representing an invesbnent of a sinking fund? 

(d) Representing the investment of a temporary surplus of 

(e) Stocks or bonds issued by the company itself? 



T-12 

Explfun fully in what way, if at all, the following should enter 
into trading and profit and loss statements of a grocery business, 
with reasons for inclusion or exclusion: 

(a) Partners' salaries. 

(b) Profit on sale of real estate. 

(c) Partners' drawings. 

(d) Overvaluation of opening inventory. 

(e) Estimated losses in realization of trading assets. 

{Maaaaehwettt C. P. A.) 



How would you indicate on the balance sheet as of December 
3lBt: 
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(a) Preferred dividend (cumulative) due the prerious Novem- 
ber Ist, Dot declared. 

(b) Ordinary dividend for the year, declared the followii^ 
January 22nd. 

(c) Ordinary dividend declared December 30th, payable 
February Ist? 

(Antriean IruHtule — adapM) 



T-14 

A corporation has a controlling account in the general lei^r 
for accounts receivable. The balance of the coatrolling account 
is $80,000. The debit balances ot the individual accounts total 
1100,000 and the credit balances total 120,000. Is a statement 
correct which uses the controlling account balance as an asset? 
If not, what would you do? Give reasons. 

(Midugm C. P. A.) 



T-15 

A concern needed an addition to its plant. Not having enough 
ready capital they borrowed money and when the interest was 
paid it was charsed to the Plant account on the theory that 
it was not an expense in the ordinary conduct of tiie business, and, 
therefore, could not be chai^d to tiie regular interest and dis- 
count account but might with propriety be charged as a part of 
the addition. Is the tiieory sound? 

(Michigan C. P. A.) 



T-16 

A manufacturing concern during a slack period used it« own 
labor and material for the purpose of construction, and charged 
the Plant account with the value of the work done at the price 
it would have cost if outsiders had been employed. What would 
you say about this? 

(Miehigan C. P. A.) 
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T-17 
(ft) What is meaDt by "Working Capital?" 

(b) What facts govern as to the amount of working capital 
required? 

(c) In what ways may working capital be increased? 

iOkio C. P. A.) 



T-lB 

Explain how the following items would appear in the balance 
sheet: 

1. Notes receivable discounted. 

2. Actions pending against your client. 

3. Cumulative preferred dividends payable. 

4. Liability as guarantor for third parties. 

5. liability as accommodation signer on note. 

6. Contingent Uabilities under contracts. 

7. Unp^d balances on contracts not yet fulfilled. 

8. Collateral in possession of your banker to secure pajonent 
of a note. 

(WUcotuin C. p. A.) 



T-W 

In reporting upon an audit you include as an asset "Advances 
to Officers 120,000." The advances have been authorized and 
there is every probability that they will be repaid. The presi- 
dent instructs you to make up a new balance sheet and include 
this item among "Accounts Receivable." How would you answer 
him? 

(Maryland C. P. A.) 



Enumerate the essential heads of information which ought to 
be brought out in statements prepared for the information of 
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bankers for credit purposes. Would you or would you not amplify 
such information in a statement prepared for the information of 

(a) Officers and directors? 

(b) Shareholders of a company? 

(American ItoHtuU.) 



What do you understand by the temiB: 

(a) Contii^ent assets? 

(b) Contingent liabilities? 

Give three illustrations of each. Should they be set up on the 
books of the company? Should they appear on a certified 
balance sheet of the company? If so, where and how stated? 
(American IjutUvU) 



T-22 

In the accounts of a large corporation you find an account with 
Liberty Bonds, charged with $200,000, representing the cost 
of bonds subscribed and paid for by the company. At the date 
of the balance sheet to which you are to certify, the bonds had 
a market value of $187,500. What attitude would you take 
as to their valuation in the balance sheet? 

(Ameriean iTuHhiU) 



T-23 

(a) Should cash discounts earned be credited agunet the cost 
of goods purchased, or credited to profits? Explain why. 

(b) What is meant by "turnover?" 

(c) How can the amount of the "turnover" be shown in the 
Trading Statement? 

(MicMgan C. P. X.) 
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T-24 

A soap company has adopted the policy of giving away' pre- 
miuina in connection with its sales, by means of coupons which are 
to be redeemed in quantities provided as per a printed list. 
How should these premiums be treated in preparing a balance 
sheet and profit and loss statement? 

{Mithigan C. P. A.) 



T-35 

The Gordon Manufacturing Company purchases its ma- 
chinery on ihe installment plan, payments being made monthly, 
and bill of sale not rendered until the machinery is paid in full. 
DecemberSl, 1621, they have several machines in service not 
fully paid for. How should the value of the machinery and the 
installments pud be shown on the balance sheet? 



T-26 

The X Company has recently purchased the patent rights to 
a new type of vending machine, which they are manufacturing 
in quantities. In order to get them on the market quickly they 
are shipping large quantities of these machines to general agents 
on approval, the agents reporting weekly the total number of 
machines sold. The machines were charged to the- ledger ac- 
counts of the general agents when shipped and cre(£ted to tiie 
regular flales account. How should these items be handled tn 
preparing the balance sheet and profit and loss statement at the 
end of the fiscal period? 



A corporation has among its notes receivable, a note given for 
stock subscriptions; also, a note given by an officer of the com- 
pany to cover an overdraft on his salary account. The notes 
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payable include a note in favor of another officer for money 
advanced to the bufiineas. How would you show these items 
in the balance sheet? 

(iftcftvon C. P. A.) 



T-28 

The hooka of a company when closed for the fiscal year show 
a substantial net profit. No dividends were paid during the 
year and there is no cash available with which to pay dividends. 

What would account for this condition? 

(JlfowocAuMUa C. P. A.) 



T-29 

The federal reserve board stipulates that paper to be eligible 
for re-discount must be supported by a statement of the borrower 
showing a satisfactory excess of quick assets over current liar 
bilities. 

(a) For such purposes what items are 

1. Quick assets? 

2. Current liabilities? 

n/futituM} 



T-30 

A company that has constructed a dam across a river has found 
it necessary to retain a large legal force to handle damage suits 
coming up from claims that the reservoir and back water have 
damaged property around them. The plant has been in operation 
for 4 years. How should these legal fees be shown in the finan- 
cial statements at the close of each fiscal period? 
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Group I — TheOTy Questions — Single Entry Accounts 
T-31 

In a single entry Bystem a statement of operations could not 
be constructed. What statements would you prepare in order 
to meet the requirements of determining the selling value of its 
net worth? 

[N(^A Carolina C. P. A.) 



T.32 

(a) Name the ar%:mnent8 for double entry bookkeeping as 
opposed to single entry bookkeeping. 

(b) What facts can be determined from books kept by double 
entry which cannot be determined from books kept by sin^e 
entry? 

(Miehitan C. P, A.) 



Describe the process of changing a set of books from single 
entiy to double entry. 

(Virginvi C. P. A.) 



T-34 

(a) What are the sources of data for the financial statements of 
a firm keeping their books under the single entry system? 

(b) How may the profit or loss for a fiscal period be determined 
from a single entry set of books? 



Discuss briefly the following statement: "Single entry is an 
obsolete system and has no place in modem business." 

{CalifomiaC.P.A.) 
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CORPORATION ACCODWTS 

Group A — Opening the Books of a Hew Corporation 

Problem 63 

S. V. Bendel, W. J. Clark, and R. M. Dean organize tbe Bendel 
Manufacturing Company with an authorized capital stock of 
$50,000, divided into shu^s of tlOO each. The charter is dated 
April 1, 1922, at which time all the stock is subscribed, full 
payment made in cash, and the stock certificates issued. 

Required: 

(a) Opening entries in the financial books of the corporation 

(b) Entries required in the corporate books 

(c) Entry to record payment of incorporation fee. 

Commsnts. — This problem Qlustratefl the use of the simplest form of 
entry for opening the books of a corporation. When the entire authoriied 
stock issue is subscribed and paid for in full at the time the corporation is 
organised, the only entry necessary in the &nsjicial books is to debit cash 
and credit capital stock. 



Problem 64 

The S. W. Heath Company was organized June 1, 1922, with 
an authorized capital stock of $25,000, par value of shares $50 
each, at which time all of the stock had been subscribed for, 
payable in 30 days. July 1, 1922, the subscribeiB made full 
payments for their stock in cash, and the certificates were issued 
in proper form. 
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Required: 

(a) Entries in the financial books of the corporation to 
record the above facts 

(b) Entries in the corporate records on June 1 and Jidy 1. 

Commenta. — When the authoriied stock iasue is &1I subscribed at of the 
date of incorporatioii, and is to be paid for in full at a later date, an entry 
ahould be made following the closing of the subecription list debiting Sub- 
acriptions Receivable and crediting Capital Stock Subscribed. Later, when 
the stock is paid for and the ceriificate issued, an entry is made debiting 
Cash and crediting Subscriptione Receivable, and another entry made 
debiting Capital Stock Subooribed and crediting Capital Stock to record tlie 
issue of the stock. 



The Mansfield Compaoy waa incorporated January 1, 1923, 
with an authorized capital stock of $100,000, consisting of 
J50,000 6% Preferred Stock and $50,000 Common Stock, divided 
into shares of $100 each. Seventy-five per cent of the Preferred 
Stock and 50 per cent of the Common Stock had been sub- 
scribed for. The subscriptions were paid February 1, and the 
stock certificates issued. 

Required. — Show in general journal form entries covering the 
above, bringing onto the books the authorized stock issue. 

Comments. — Separate acoounta must be opened with each class of stoek. 

When the authorized stock issue is not oU subacribed as of the date of 
incorporation or when the subscriptions are to be paid for in installments 
extending over a considerable period, certificates not to be issued until 
stock is fully paid, it is sometimes advisable to make on entry at time of 
incorporation debiting Unissued Stock and crediting Capital Stock Author- 
ised (separate accounts for each class of stock). This problem calls for 
such an entry. The subscriptions to the stock should be recorded as usual. 
When the stock is issued, debit Capital Stock Subscribed and credit Unissued 
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Problem M 

The Duplex Manufacturing Company was organized under the 
Business Corporation Law of Massachusetts, September 1, 1922, 
with an authorized issue of five thousand sliares of no par value 
stock. Three thousand shares of the stock were issued to A in 
payment for his plant valued at 1250,000; one thousand shares 
were issued for cash at $60 per share; and five hundred shares 
were subscribed at $75 per share, payable in 30 days. The sub- 
scribed stock was paid for October 1, and the sliares issued. 

Required: 

(a) Make in general journal form entries covering the 
above, including payment of incorporation fee 

(b) Indicate how the outstanding stock should be shown in 
the balance sheet on October 31, 1922. 

Conimeiits. — No p&r value stoclc should be brought onto Uie books at 
value actually received tor some or value at which eubacribed. ITw num- 
ber of shares should be indicated in e»ch case. The first entry in this prob- 
lem would be M follows: 

Plant 1260 000 

Capital Stock (3,000 shares} (260 000 

The remaining entries would be in the usual form for par value stock except 
that the values should be those actually received. 



Problem 67 

The Rich Manufacturing Company was incorporated May 1, 
1921, to take over the business established by WiUiam Rich. It 
was agreed between Rich and the other incorporatora that of 
the $100,000 in capital stock which he received in exchange 
for his business, he would donate to the corporation 20% to 
be sold to provide cash to make necessary expansion. On July 
10, $10,000 of the stock so donated was sold to investors at 60. 
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Required: 

Make entries to record the above. 

Comm«nti. — Debit Plant Equipment for busineM aoquired by the cor- 
poration from Rich. 

Chai^ Treaauiy Stock and credit Capital Stock Donated for par value 
of stock donat«d by Rich under date of May 1. Credit Capital Suiplua 
for proceeds of sale of treasury stock. When the stock is issued reverse 
that portion of the entry made when stock was received applicable to 
abares dispoeed of (Capital Stock Donated to Treasury Stock). 



Problem 68 

A mining company is organized with a capital stock of $500,000, 
in Bhares of K each. The entire capital stock is issued in pay- 
ment for the propertieB acquired by the company. The stock- 
holdeis then return to the company as a gift, 25,000 shares, 
which are to be sold by the company for the purpose of providing 
working capita. The company afterwards sells 10,000 of these 
shares at t2.50 each, and the remainder at 12.75 each. 

Required: 

Prepare journal entries covering above transactions, illustrat- 
ing two methods of handling the donated stock. 
Comments. — It may be assumed that the cash is received and shares 
issued. 

The first method would be as illustrated in the previous problem. 
The second method assumes the book value of properties to be inflated 
to the extent of the donation. The Properties account should, therefore, 
be credited instead of Capital Surplus. 
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Problem 69 

Company A received ite certificate of incorporation from the 
Commonwealth of Maseachusette on January 10, 1922. The 
company was authorized to issue 10,000 shares of Preferred 
8tock and 10,000 shares of Common Stock of the par value of 
flOO each. The subscribers of record agreed to take 1,000 
shares of Preferred and 2,000 shares of Common Stock, and 
paid the treasurer 10% of the amount subscribed. 

January 15, 1922, the company sold 1,000 shares of Preferred 
to a firm of brokers at 101, and received the balance owing by 
the subscribers of record in cash. The stock being fully paid, 
certificate were issued to all subscribers of record. 

January 25, 1922, several stockholders donated 500 shares of 
Common Stock for use in financing ihe company. 

January 30, 1922, sold 100 shares of the donated stock held 
by the treasurer at 79; also sold 100 shares of Preferred at 102; 
and gave as a bonus three shares of Treasuiy Stock with each 
block of ten shares of Preferred. 

January 31, 1922, the directors declared dividends as follows: 
On the preferred, 5^%; on the common, ^%, payable February 
15 to the stockholders of record as of January 31. 
Required: 

(a) Journal entries for above transactions (without explana- 
tions) 

(b) Prepare trial balance as <^ January 31, 1922. 
Comments. — The stock not being all subscribed the Unissued and Author- 
ized Stock accounts may be used. 

For the purpose of this problem, the dividends may be charged to Surplus. 



Problem 70 

A company is formed with a nomin^ capital of $500,000 in 

50,000 shares of flO each. Of these, 40,000 are subscribed 

for. SI per share is payable on application, and $2 per share 

on ^otment. A call of $3 per share is made four months afterthe 
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date of allotment, and a further call of S3 three months after 
the date of the first call. 

The deposit, with the amount per share due on allotment, 
is paid in full, but in respect to the first cfdl S110,000 only is 
received, and on the second call (95,000 only. The amounts 
received are paid into the company's banking account. 

Required: 

(a) Prepare journal entries to record the above transoctiooB 

(b) Submit a list of ledger balances. 

(From MauachutetU C. P. A. Examinatum) 

CoounMiUi. — The SI per share paid on application and the $2 per 
ahare paid on allotment are credited to Subscriptions Receivable aooount. 
The two calls mode at later dates for S3 per share moke it adviaable to 
Bet up accounts with InBt&Ument 1 and Installment 2. There remains SI 
per share to be paid on this stock, and therefore the shares are not issued 
until this is paid. 



A corporation having issued its capital stock at par buys 
1,000 shares at 95. It later sells 500 of these shares at 98, 300 
at 85, and 200 at 101. 

Required: 

(a) Give the journal entries covering these transactions 

(b) How should the items api>ear on the balance sheet 
immediately after purchasing the stock, and imme- 
diately after each of the sales? 

(From Amtricaa InttituU Examination) 

Comments.— The first sentence ia understood to mean that the corpora- 
tion buys 1,000 shares of its own stock, which thus becomes treasury stock. 
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Problem 72 

The MarioD Plating Company was organized on April 1, 1922, 
with an authorized capital stock of $200,000 divided into 4,000 
ehares at the par value of $50 each. 

At a meeting of the directors there was purchased from H. A. 
Bush, at a valuation of $150,000, all his right, title, and interest 
in various patents held by him. 

The balance of the stock was subscribed for on April 1 by 
E. S. Altieri and F. W. Balcomb in equal amounts. 

In order to raise funds with which to exploit the invention, 
Mr. Bush donated to the company 2,500 shares of stock. Of this, 
2,000 shares were sold before April 15 at an average of 40, and 
200 shares were used in giving a bonus of 10% in stock. 

The first installment of $10 per share was received April 15 
from both Mr. Altieri and Mr. Balcomb. 

The organization expenses were $500; this was paid April 15. 
Required: 

(a) Journal entries to express the above facts 

(b) A trial balance as of April 15. 



Problem 73 
The Excelsior Company is organized under the laws of the 
State of New York with an authorized capital of $1,000,000, 
divided into $500,000 Common and $600,000 Preferred Stock, 
the par value of the Preferred being $100 and the par value of 
the Common being $50. Three incorporators, John Doe, 
Richard Roe, and Samuel Straight, each subscribes for one share 
of Preferred Stock at the par value. John Doe, one of the in- 
corporators, transfers his complete manufacturing plant to the 
Excelsior Company for the renwuning Preferred Stock and 
$300,000 in Common Stock. The individual assets acquired are: 
Land and Building, $100,000; Plant and Machinery, $150,000; 
Furniture and Fixtures, $75,000; Inventories, $S4,000; Accounts 
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Receivable, S63,000; Cash, (77,700. The incorporators pay 
in cash for their subscriptions. The organization expenses were 
$2,500 paid in cash: 

Required: 

(a) The opening entries for the books of the Excelsior 
Company 

(b) The initial balance sheet. 

Comments. — Set up an account with Kuod-vill for the exoeu of Uie stock 
issued over the value of the assets acquired. 



Problem 74 
A corporation is organized under the laws of the State of 
Michigan, with Capital Stock 1250,000, of which $100,000 is 
Preferred and $150,000 is Common Stock, shares $100 each. 
The purchasers of Preferred Stock at par are to receive an equal 
amount of Common Stock free. All the Preferred Stock is sub- 
scribed and paid for, leaving $50,000 of Common Stock unsub- 
scribed. It is found that the remaining Common Stock cannot 
be sold for sufficient cash for requirements, and the holders of 
Preferred Stock donate to the Treasury $50,000 of their Common 
Stock. The Common Stock is sold at 50 cents on the dollar. 

Required: 

Provide journal entries covering the above (explain each 
entry fully). 

(From Miekigan C. P. A. Examination) 
Commenti. — The Common Stock iaaued to preferred stockhoIderB free of 
charge may be charged to a Bonus account. 

The last sentence is construed to mean a sale of both the balance of the 
unissued Common Stock and the Treasury Stock on hand at 50% of par 
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Problem 7S 

A Massachusetts corporation was organized with a capital 
of (100,000—10,000 shares of SIO each. At the meeting of the 
incorporators it was resolved to purchase certain patent rights 
from and for the whole of the capital, less 100 shares held b:y 
the incorporators and paid for at par. Afterward the former 
owner of the patent rights agreed to sell to the company 5,900 
shares for the sum of $29,500, or $5 per share, which was ac-' 
cepted, and B was appointed trustee to hold the stock in his 
name as trustee, and was authorized by the directors to sell 
the stock at S8 per share, which he succeeded in doii^. 
Required: 

(a) Give proper entries for the above transactions 

(b) How would the profits on this transaction affect the 
dividends of the stockholders? 

{From JfoMocAusctfa C. P. A. Examinatitm) 
CommentB. — No entry need be made for appointment of B aa truBtee. 
When the sale is made, carry the profit to Capital Surplus account. 



Problem 76 
A corporation is organized with a capital stock of $100,000 
to acquire a business formerly conducted by A. The business 
shows sundry assets, $150,000, and sundry liabilities, $80,000. 
Three shares of stock are sold at par to X, Y, and Z, who after- 
ward become directors of the new corporation. All of the re- 
maining stock is issued to A, who immediately donates $10,000 
of stock to the treasury to procure additional capital. Two 
months later $5,000 of the donated stock is sold at 48, and 6 
months later the remainder was sold at 62. 
Required: 

(a) Show in general journal form entries coverii^ the above 

(b) Submit a trial balance of ledger accounts. 
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Group B — Cbanging a Partnership to a Corporation 



Messra. Elwell and Rogers, partners, engaged in manufacturing, 
decide to form a business corporation under the laws of Massa- 
chusetts, under the name of the Rogers Manufacturing Com- 
pany, with an authorized capital of $100,000. In consideration 
of the entire issue of capital stock, the corporation purchased 
all of the assets except cash, and assumed all of the liabilities 
of the partnership, except the loan owed Rogers as shown by 
the following balance sheet dated November 30, 1920. 
Bftlanoe Sheet— November 30, 1920 
Aweta 
Plant and Maohinery tS5 000 

Stock on Hand per inventory ^ 20 625 

Accounts Receivable 22 750 

Notes lUoeivable 1 GOO 

Cash * 22 5 

Total Assets S85 OOP 

liabflitiM 
ElveU's Capital $42 500 

RoKBtd' Capita] • 36 300 

Accounts Payable ' 5 260 

RogcTB' Loan WO 

Wagea Due and Unpaid 250 

Total Liabilities and Capital t86 OOQ 

Required: 

Sketch in general journal form entries necessary; 

(a) To close out the books of the above partnership 

(b) To open the books of the Rx^rs Manufacturing Com- 
pany. 

Comments. — In closing out the partnership books, where the form of 
proprietorehip is changed to that of a corporation, a very definite pro- 
cedure should be foUowed. The entries should be set up as if it were a 
sale 1« outsiders, an account being opened with the corporation as vendee. 

In this problem the entries would be as follows: 

(1) Bring onto the books the good-will incidental to the sale of the 
business by charging Good-Will and crediting the partners' accounto in the 
proportion in which profits are shared. 

(2) Charge the assets (including good-will) sold to the vendee company 
by debiting the vendee company and crediting the various asset accounts. 
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(3) Credit the vendee comp&ny for the liabilities aaaumed by debiting 
the TSrious liability accounts and crediting the vendee company. 

(4) Credit the vendee company for the eharea of capital stock received 
from them in payment for the net assets by debiting Capital Stock of Ro|;en 
Manufacturing Company and crediting Kogere Manufacturing Company, 
Vendee. 

(5) Pay off the RogeiH Loan not assumed by the vendee company, 
crediting cosh. ' 

(6) Distribute the atoek received from the vendee company and the 
cash remaining in the business by charging the partners' accounts and 
crediting Capital Stock of Rogers Manufacturing Company and Cash. In 
tbe absence of any special agreement, the distribution wiU be in the ratio 
that each partner's net capital bean to the total net capital at time of 
distribution. 

In making entries to oi>en the corporation books: 

(1) Make the usual entry to set up the capital stock authorised. 

(3) Bring onto the books the assets (including good-will) acquired from 

Uie vendor firm by debiting the various asset accounts and crediting the 

vendor firm. 

(3) Bring on the various liabilities assumed by the vendee corporation 
by debiting the vendor firm and credi^ng the proper liability accounts. 

(4) Charge the vendor firm far the cBptt^..Bl^ck issued to it in settle- 
ment for the net assets taken over by debiting the'^w^dor firm and credit- 
ing Unissued Stack. * ^ (^ ^ P 






Problem 78 



G. W. Pitte & Company, who have been conducting a whole- 
eale grocery business, have decided to incorporate. Their 
assets vii liabilities are stated as follows: 

Balance Sheet— April 30, 1922 



Real Estate and Improvements Sd4 500 

Inventory 15 500 

Accounts Receivable 5 400 

Cash 2 600 

Total Assets t88 OOP 
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Accounts Payable S 7 800 

Notes Payable . . 25 O OP $32 800 

G. W. Htts, Capital A- $30 000 

R. M. Price, Capital Z*^ 20 000 

J. G. Riley, Capital /y g 200 55 200 

Total Liabilities and Capital $88 OOP 

Profita are ahared as followa: Pitts, one-half; Price, one-fourth; 
and Riley, one-fourth. 

The corporation known as The Pitts-Priee-RJley Company 
is incorporated May 1, 1922, with an authorized capital stock 
of «lSf|nnQ par value $100 per share. The following subscrip- 
tions were received for stock at par: R. M. Price, 100 shares; 
J. G. Riley, 250 shares; Dion A Company, brokers, 500 shares. 
The subscriptions are fully paid in cash, and the certificates 
issued. 

The corporation takes all the assets of the partnership except 
cash and assumes payment of the accounts payable, but not not^ 
payable. • 

The real estate and improvements are taken over at a valuation 
of $100,000, and the Good-will is considered worth $20,000. 
The purchase price is to be paid as follows: Cash, $33,100; 
Bonds, $50,000; Stock, $50,000. 

Required: 

(a) The entries necessary to close the books of the partner- 
ship and open the books of the corporation 

(b) Balance sheet of corporation. May 31, 1922. 
Comments. — The procedure in this problem will be similar to that out- 
lined for the previous problem. It will be necessary to adjust the B«al 
Estate aooount, crediting the increase in value to the partners in proper 
proportion. The good-will of (20,000 will be brought onto the books and 
credited to the partners in profit and low ratio. Credit the vendee cor- 
poration for the cash, bonds, and stock received in payment for the net 
assets. The payment of the notes payable and the distribution of assets 
will be as ouUined for the previous problem. 
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Problem 79 

Foster, French & Company, a partnership conducting a manu- 
facturing business, decide to incorporate. 

A balance sheet taken on December 31, 1922, shows the fol- 
lowii^ assets and liabilities: 

Balance Sheet— December 31, 1922 



Cuh S 5 000 


Accounts PayaWe 


S 40 GOD 




Foster, Capital 


50 000 


Plant and Sundry Aweto IBS 000 


French, Capit*l 


SO 000 




Gilman, Capital 


25 000 




Gould, Capital 


25 000 


>190 000 




1190 000 



Profits and losses are shared in proportion to capital invest- 
ments. 

On January 1, 1923, they incorporate the Salem Manufac- 
turing Company with a capital stock of $200,000, consisting of 
1,000 shares each of Common and Preferred Stock, with a p^ 
value of $100. 

All the assets of the firm, except cash, are taken over by the 
new corporation, and all of the liabilities are assumed. In 
exchange for the property of the old firm, 900 shares each of 
Preferred and Common Stock are issued to the partners in the 
proportion shown by their capital accounts, which stock, includ- 
ing the cash on hand, is distributed equitably among the partners. 
The remaining stock is subscribed for at par by outside parties, 
their subscriptions being paid in full on January 15. 

On February 1, the four incorporators donate to the corpora- 
tion $20,000 of Common Stock in proportion to their holdings 
to be sold to produce further working capital. 

April 1, 100 shares of the donated stock is reported sold at an 
average price of 75. 

Required: 

(a) Entries to close partnership books 

(b) Entries to open corporation books and to record suc- 
ceeding transactions 

(c) Bi^ance sheet of the Salem Manufacturing Company 
as of April I, 1923. 
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Comment!. — Attention is called to the fact that the stock received from 
the vendee and the cash remaining on hand are distributed in proportion 
to partners' net capital at time of distribution and after bringing on the 
good-wiU, if any. 



Problem 80 
Croeby & Company, deeiring to incorporate their bimness, 
secure a charter under the laws of the Commonwealth of Massa- 
ehusette on December 30, 1921, the Croeby Chemical Company 
being organized for the piupoee of manufacturing chemicals, and 
for the sale of the products of such manufacture. The capital 
Btock of the company consiBts of 3,000 shares, par value of $100 
each. Two shares each are issued to A and B for services ren- 
dered the corporation. The balance of the stock is issued to the 
partners in payment for formulae, trade marks, and patents, and 
for the net assets of Crosby Ai Company's business, a balance 
sheet of which is as follows: 



Balance Sheet — January 1, : 



Real Estate 
Machinery 
Fixtures 

Manufactured Goods 
Materials and Supplies 
Prepaid Insurance 
Cash 

Accounta Receivable 
Total Asseta 

Notes Payable 
Accounts Payabto 
J. A. Croeby 
Thomas Robs 
Total Liabilities 



Required: 

(a) Entries to close the books of Crosby & Company 

(b) Entries to open the books of the corporation. 
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Commenti. — Ute difference betwecD the pax value of etock isBued to part- 
ners and the book value of the busineas is charged to Formulae, Trade 
Marks, and Patents account. 

InBHmuch as practically all the stock of the corporation is held by the 
old partners, the cash is transferred with the other assets. 

CleomesB and completeness in stating all necessary particulars should 
receive your consideration. 



Problem 81 

Charles Capon and Albert Carver have been partnera in the 
wholesale drug business for a number of years. They decide 
to incorporate, and a corporation to be known as the People's 
Drug Company is organized under the laws of Maine, with a 
Capital Stock of $100,000, of which $60,000 is 6% Preferred Stock 
and the remainder Common Stock. 

The balance sheet of the partnership on July 1, the date of 
of incorporation, is as follows: 

Aaaeta Liabjlitiea 



Cash 


S 2 000 


Not«B Payable 


S2000 


Real Estate 


40 000 




8 000 


Accounts Receivable 


20 000 


Charles Capon, Capital 


30 000 


Notes Receivable 


5 000 


Albert Carver, Capital 


30 000 




3 000 







$70 000 $7Q OOP 

All of the Preferred Stock is issued in equal parta to Capon and 
Carver in exchange for the net assets of the old business. The 
Common Stock is all Bubscribed for at par by outsiders, and their 
subscriptions are paid August 15. 

The company closed its books December 31, at which time 
the profit and loss statement showed a net profit of $5,496.83. 
The regular quarterly dividend was declared on the Preferred 
Stock and a dividend of 2% on the Common Stock, payable 
January 15. 
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Required: 

(a) Entries necessary to close the partnerefaip books 

(b) Entries on corporation books to record issue of both 
classes of stock, assets acquired and liabilities assumed 

(c) Entries to close profit and loss account and for the dec- 
laration of the dividends and their payment. 



Problem 82 

A and B were partner, trading under the name of A, B & 
Company. June 30, 1922, the following balances appear on their 
ledger: 

A, Capital S70 000 

B, Capitol 50 000 
Real Estate 22 000 
Buildings 20 000 
Macbinery and Tools 44 000 
Furniture and Fixtures 2 000 
Accounts Receivable 60 000 
CEksh 7 000 
Materials and Merchandise 53 000 
Accounts Payable 35 000 
Bills Payable 48 000 
Bills R«ceivable 5 000 

On June 30, 1922, the business is incorporated as the X Com- 
pany, on the following plan: 

(1) Capital stock, $150,000. 

(2) X Company takes over the entire assets and liabilities of 
A, B A Company at the book figures as above, except (a) real 
estate of the book value of $€,000, which is retained by A, B & 
Company; (b) the accounts receivable, which are taken over 
at S48,000, and (c) the capital accoimts of the partners. 

(3) X Company pays A, B & Company $30,000 for the good- 
will of the business. 

(4) Payments to A, B & Company are made as follows, viz.: 
$50,000 in first mortgage bonds, and the balance in capital stock 
of X Company. 
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(5) After paying off A, B & Company, the remainder of the 
capital stock is sold for cash to sundry persons. 

The real estate which is retained by A, B & Company ia 
bought from A, B & Company by A. for $7,000, and is charged 
to A's capital account. 

After the conclusion of the foregoing described transactions, 
A and B dissolve partnership. 

Required: 

(a) Prepare closing entries for books of A, B & Company 

(b) Statement setting forth the partners' accounts down' 
to their final closing, beginning with the balances shown 
by the books on June 30, 1922 

(c) Opening entries for the X Company. 

(From WathmgUm C. P. A. BxamiTiatitm) 
CMomenU. — The Btatement called for in (b) maj be shown in the form 
of ledger accounts with each item fully explained. 



Thomas Jones and William Thompson are trading in partner- 
ship as wholesale grocery merchants, sharing profits equally. On 
January 1 their balance sheet is as follows: 

Aageto 
Stock in Trade $27 245 

Furniture 2 752 

Debtors 87 S26 

Cash 752 

Good-Will 5 OOP 

Its 374 

Liabilitiea 

Bank of British North America SIO 000 

Creditors 27 528 

Jones 26 243 
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An agreement is made to amalgamate with Joseph Smith and 
George Brown, also trading in partnership, and sharing profits 
respectively 2/3 and 1/3. Their balance sheet on January 1 
is as below: 



Stock in Tr&d« $36 424 

Fiuniture 3 640 

Debtors 42 741 

Bank o( Toronto 341 « 



Crediton $35 81S 

Smith 22 176 

Brown 27 438 



A company is formed to take over the business, under the 
name of Smith, Jones & Company, Limited, with authorized 
capital $200,000, divided into 2,000 Common shares of $100 
each. George Wtlkins, John Lister, and Robert Ryder subecribe 
for 20 shares each, for which they pay cash. 

The Jones and Thompson biiuness is taken over at book figures, 
except that good-will is raised to S10,000, and $1,000 is set up 
as a reserve for doubtful debts. The Smith and Brown business 
is taken as shown, with an addition of $15,000 for good-will, 
and (1,500 reserve for doubtful debts. The partners in the two 
businesses are to take shares for their interests, making up an 
even amount by paying cash if required. All cash is deposited 
in the Bank of British North America. 

Required: 

(a) Journal entries to show the various transactions inci- 
dent to taking over the businesses and allotment of 
shares, giving the number of shares allotted each party 

(b) Balance sheet of Smith, Jones & Company, Limited 

(c) Entries necessary to close the books of the partnerships. 

(From Final Examination of Ihe Manitoba 
Ittalitvie of Ckarlered Accaujitatibi). 
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Group C — Corporate Bond Issues 

Problem 84 

The directors of the Consolidated Railway Company vote an 
issue of $850,000 First Mortgage 5% Bonds on March 1, 1912, due 
in 1940. The entire issue is subscribed for by E. H. Sloane & 
Company, Investment Bankers, at 98, and ptud for in cash. 

Required. — Make proper entry to show the issue of the bonds. 

Comments. — An taixy is made at the time of the sale of the bonds to 
E. H. Sloane ft Co. ohaigfng Cash and Bond Discount and crediting Fiist 
Mortgage 5% Bonds at par. The bond discount will then be carried as a 
deferred asset and amortized over the life of the bonds, the entry at the 
end of each fiscal period being to charge Bond Interest and credit Bond 
Discount. This has the effect of incressiiig the amount of intetest paid 
each period, sjid increases the nominal rate of interest S% to what is known 
as the effective rate. 

When the bonds are not all sold at the time of issue an account may be 
brought on to the books for Unissued Bonds and one for Bonds Authorised, 
in the same manner as Uniseued Stock and Capital Stook Authorised. As 
the bonds are sold they are credited to Unissued Bonds account. This 
method is not recommended. It is usually considered better oractice not 
to faring the bonds onto the books until sold. 



Problem 85 

The Cleveland Paper Company, finding that it can use addi- 
tional capital to advantage, issues $100,000 first mortgage 20- 
year Gold Bonds bearing 5% interest. It sells these bonds at 
96. J. W. Pittenger buys $10,000 of the bonds. 
Required: 

(a) Proper entry to record issue of the bonds by the cor- 
poration 

(b) Entry on Pittenger's books to record purchase of the 
bonds. 

Comments. — Bonds sold are brought onto the books by the issuing 
company at par, the difference between that and the amount received for 
them being set up as Bond Discount or Bond Premium. Bonds purchased 
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for invefltmeot purpoeee are usuaJly brought onto the books at cost. Pit- 
teoger will therefore bring these bonds on at cost oharginB an Investments 
account. If auch bonds are to be held until maturity they should be 
written up or down as the caw may be, the simual incrementa being re~ 
flect«d through the income account In this way the discount or premium 
will be written off over the life of the bonds, and they will stand on the 
books at par at the time they are paid by the iasuing oompaoy. 



Problem 86 

Corporation XYZ floated a series of 150 bonds (coupon), par 
value SI,000 each. The interest at 5}4% is payable January 1 
and July 1. Jones & Smith took over a block of 100 of the bonds 
at 97}^ and accrued interest to date of purchase (September 24), 
and gave the company their check in payment. 
Required: 

(a) Journal entry on books of corporation 

(b) Journal entry on books of Jones & Smith. 
Comments. — Jonea and Smith agree to pay interest on the face of the 

bonds purchased from July 1 to September 24 at 5^%. In the corporate 
books this may be credited to Interest on Bonds, and in Joneis & Smith's 
books may be charged to Income from Investments. The effect of this 
arrangement is that the corporation pays interest from ths dat« of sale and 
the purchaser receives interest from the same dnte. 



Problem 87 
A municipal corporation sold thirty days .after their date 
$600,000 thirty-year, 6%, Street Improvement Bonds at 96 
and accrued interest- 
Required: 

Give the joiimal entries for the books of the municipality 
and state 'what final disposition is to be made of the discount. 
(From North Carolina C. P. A. Examination) 
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Group D — General Problems Involving Corporate Accounts 

Problem 88 
The Prosperous Company is organized under the laws of the 
State of New York to conduct a manufacturing buunesB. The 
authorized capital is $500,000, divided into $250,000 Common 
and $250,000 Preferred Stock, par value of shares $100. Five 
incorporators subacribe each for one share of Conuuon Stock at 
face value. John Peters, one of the incorporators, purchases 
from three manufacturing companies their complete plants for 
$499,500 and transfers said plants to the Prosperous Company 
for the remaining $499,500 of Common and Preferred stock and 
$100,000 of First Mortgage 5% Bonds out of a total issue of bonds 
amounting to $150,000, leaving $50,000 of bonds in the treasury. 
The incorporators then pay in cash for their respective sub- 
scriptions. 

The individual assets acquired are as followe: Land and 
buildings, $75,000; plant and machinery, $200,000; tools, equip- 
ment, and fixtures, $50,000; inventories, $100,000; accounts i1£ 
receivable, good, $28,000, doubtful, $5,000; cash, $12,000. JP 

Required: ^j 7 

(a) Opening entries for the books of the Prosperous Com- 
pany (Explain fully) 

(b) Initial balance sheet showing the company's financial 
condition. 

(From tfew York C. P. A. ExamituUion) 
Comments. — It will be neceas&ry to set up an account with good-will 
for the excess of the stock and bonds issued over the net value of the assets 
acquired, a reserve being set up for the doubtful accounts receivable. 
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Problem 89 
A corporation is organited to conduct a manufacturing businesa 
with a declared capital of 12,000,000, divided into 20,000 shares 
of the par value of JlOO, of which 15,000 shares or 11,500,000 
shall be Preferred Stock and 6,000 shares or $500,000 Common 
Stock. The corporation proposes to issue {500,000 in consol- 
idated mortgage bonds to be used toward the purchase of sundry 
properties. The amount of capital with which the corporation 
begins business is 150,000, being the proceeds of the sale of 500 
shares Preferred Stock for cash. 

To carry out the purposes of said corporation, the real estate, 
water power, machinery, good-will, etc., of certain existing cor- 
porations has been purchased at an appraised valuation of 
S2,000,000, viz.. Diamond Manufacturing Company, $200,000; 
Eureka Manufa(;turing Company, $300,000; Champion Manu- 
facturing Company, $500,000; American Manufacturing Com- 
pany, $600,000; Aetna Manufacturing Company, $400,000, and 
in payment full paid stock and bonds have been issued at par 
on a baus of 60% in Preferred Stock, 20% in Common Stock, 
and 20% in bonds. 

Materials and supplies are to be paid for in cash when their 
value is determined. 

Reqidred: 

The entries necessary to open the books of the new corpora- 
tion and to record the purchase of properties as stated. 

Coininenta. — It is aaaumed Uiat the 600 eharee of preferred stock re- 
ferred to u having been Bold, have been iasued and ore outstanding. 

A Vendor account should be opened for eiu;h corporation from which 
propertiea are acquired, so as to bring onto the books more oomplete infoi^ 
mation regarding the purchase, and forestall possible legal questioning 
idative to the value placed wpon the various propertiea acquired, i 

Entries such as above should be supported by complete and carefully 
worded particulars so that proper statistics will be available when desired. 
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Problem 90 

The Norwood Electric Company was incorporated January 1, 
1922, for the purpose of engaging in the manufacture of electrical 
specialties. The authorized capital stock was 600 shares 5% 
Preferred Stock, par value tlOO, and 500 shares of Common Stock 
with no par value. 

The Common Stock was fully subscribed at t90 per share 
and certificates issued on January 10, at which time a 10% call 
waa made and payment received in cash. 

The incorporation and other expenses of orgaoization amounted 
to $500, and were paid in cash. 

On April 10, the corporation purchased a patent for the 
sum of f 72,000 on the following terms: $50,000 in Preferred 
Stock of the company, $2,000 cash, and a note for $20,000 bearing 
interest at the rate of 6%, due July 10. 

On July 1 a second call of 50% on the subscriptions was made 
and payments received in cash. 

The note was paid on July 10. 

Certain appliances covered by the patent were manufactured 
and marketed jointly with the Atlas Manufacturing Company. 
The Norwood Electric Company's share of the profits amounted 
to $65,000, which was received in cash. 

During the year, interest, salaries, and general expenses 
amounting to $8,000 were paid. Wages accrued and unpud 
amounted to $600. 

The Chamber of Commerce of Norwood agreed to donate to the 
company a factory site on consideration that the corporation 
build a plant costing not less ijian $50,000, and employ therein 
at least 40 men for a period of 3 years. The offer was accepted 
and a contract was entered into with the Subiu'ban Construction 
Company to erect a factory building at a cost of $50,000. At 
the end of the year, the building was partly completed, and cash 
payments of $20,000 had been made to the contractor. 

Required: 

(a) Journal entries to record all of the above 

(b) Balance sheet as of December 31, 1922. 

Comments. — Unissued stock ia not Tecorded in this problem h the 
Common Stock is no par value stock, and to record it would necessitate 
placing an arbitrary value on same. 
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AtteDtioQ is called to the fact that the Common Stock is inBtallment 
Btock, the certificates being issued before payment ia made. Calk made 
upon BubacriptioDe should be recorded so as to indicate that calls were 
made and show the status of the Subscription and Call accounts. Th« 
colls may be designated as Installment 1, Installment 2, etc. 

Organization expenses are usually carried as deferred charges and mitten 
oS over a period of years. In this instance, the amount is small in com- 
parison with the profits and should be written off at once. 

A Vendor account may be opened so as to record details of purchase of 
patent. 

The real estat« donated for a factory site should be carried in the bal- 
ance sheet as a contingent asset, as the title does not vest until the per- 
formance of all the stated conditions. A memorandum entry similar to 
that made for stock donations may be made in journal. 

Set up memorandum accounts for the contract entered into for the 
erection of the factory, and cha^e Building in Construction for Uie pay- 
ments on account. 



Problem 91 

H. M. Bradford ia an inventor and holds patent nghte, pro- 
cesses, and inveDtions which are used by different companies in 
the manufacture of gas and electric ei^ines and electrical 
appliances. He decides to organize a corporation for the purpose 
of selling gas and electric engines, pumps, irrigation machinery, 
and a full line of electrical appliances. A central jobbing house 
is to be estabhshed in Boston, and selling agencies will gradu^Iy 
be opened in all the principal cities. 

The corporation is organized under the laws of the State 
of Maine, March I, 1920, the incorporators being H. M. Brad- 
ford and three of Ms bu^nesa associates. The corporation name 
is The H. M. Bradford Co. The authorized capitalization is 
tlOO,000 divided into 500 shares of 7% non-cumulative Pre- 
ferred Stock, par value SlOO per share, and 500 shares of Common 
Stock, par vtdue $100 per share. 

In order that the four incorporators may qualify as directors, 
each is given two shares of Common Stock. Bradford assigns to 
the corporation all of his patent r^^ts and trade marks in ex- 
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change for 100 sharee of Preferred and 492 shares of Common 
Stock. He at once donates to the corporation all of his Pre- 
ferred Stock and 242 shares of his Common Stock to be sold to 
procure working capital. He also aseigna to each of the other 
three incorporators for a private consideration one-fourth of 
the remainder of his holding of Common Stock. 

Russell & Co., stockbrokers, are engaged to sell the unissued 
Preferred Stock held in the treasury, their commiasioD to be 
paid in treasury stock. They sell to John Waters 60 ahares of 
the Preferred Stock, taking in payment retd estate valued at 
13,500, and cash $1,500. For making this sale, Russell & Com- 
pany are given 25 shares of Preferred and 75 shares of Common 
Stock. 

Bradford is elected general manager of the company at a 
salary of |2,000 per year and traveling expenses. The payments 
made during the month of March are as follows: Office Furni- 
ture, {200; Office Rent, $50; Bradford's salary for the month; 
Or^nization Expenses amounting to $250 (this included lawyer's 
fee, stenographer's services, publicity, state corporation fee, 
corporadon seal, accountant's fee, corporatioQ books of account, 
etc). 

Required: 

(a) Make journal entries covering the above transactions 

(Explain fully) 
(b)» Prepare trial balance. 
Comments. — The stock given to the incorporatora may be treated aa 
OrfcaDuation Expenses. 

Since the treasuiy stock given to Russell & Company aa commission for 
selUag stock is donated stock, it need not appear aa an expense charge on 
the books; oa the effect of such a charge would be to increase both expenses 
and Burplus, one ofFaetting the other. Such & charge ia sometimes made, 
however, for statistical purposes 
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Problem 02 

The Crowley M&Dufacttinng Company waa organized April 1, 
1922, with a capital stock of $5,000,000, one-half Preferred Stock 
and one-half Common Stock. Fiv? shares of Common Stock are 
sold to the incorporators at par for cash. The company issues 
to S. A. Edison 11,500,000 Preferred Stock and {1,000,000 Com- 
mon Stock, in consideration of the assignment by him of certain 
patents, rights, and contracts. 

Later Edison agrees to smrender to the treasurer of the Crowley 
Manufacturing Company $1,000,000 Common Stock and $500,000 
Preferred Stock to be used for the development of the company 
as the directors see fit. Still later, Edison agrees with the Crowley 
Manufacturing Company to surrender $1 ,000,000 Preferred Stock 
and take in Ueu therefor 91,000,000 in Common Stock. Edison 
makes a further agreement with the Crowley Manufacturing 
Company to deliver to it all of the etock in the Eclipse Company, 
appraised at $350,000, and to pay the Crowley Manufacturing 
Company $150,000, for which he is to receive $500,000 in Pre- 
ferred Stock of the Crowley Manufacturing Company. 

Required: 

(a) Entries in general journal form to record all of the 
above transactions on the books of the Crowley Manu- 
facturing Company 

(b) Entries to record above on the books of Edison. 



Problem 93 
A company was organized with $1,000,000 capital stock which 
it placed at par, and $1,000,000 &% bonds which it sold at 90, 
this being a 6% basis. It paid to contractors, etc., for con- 
struction $1,800,000, and this amount of investment ran, on the 
average, for one year before the property was ready for opera- 
tion. When operation began, the company had, therefore, paid 
one year's interest on the issue of bonds. No dividends were 
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paid on the stock. In addition to the sum named above, the 
company also paid $10,000 (or legal expenses in connection with 
incorporation and $5,000 for franchise and other fees. 
Required: 

(a) Journal entries covering above transactions 

(b) Balance sheet of the accounts when the property was 
ready for operation. 

(From American InttUvU Examination) 
Commenti. — Thia problem illustrates the important principle of capi- 
talizing expenses incurred during the comitruction period. This is allowed 
by many public service commiBsioiui, and has the sanction of good account- 
ing practice. Hence, the interest on the bond issue before the property 
was ready tor operation is a proper charge to Construction. 



The Pencoyd Iron Works desires to enlai^ ita plant. It 
proposes to finance the undertaking by an additional issue of 
$600,000 Common Stock. Stockholders of record are notified 
that they will be permitted to subscribe to the new issue at par up 
to 25% of their present holdings. The market value of the stock 
is $125 a share. R. G. Wells, who owns 100 shares of Pencoyd 
stock, does not wish to exercise his right to purchase the new stock, 
and wishes to sell his right. What should he receive for it? 

Required: 

(a) Compute the theoretical value of Wells' stock right 

(b) Set up the entry that would appear on Wells' books 
for the sale of his right. 

Comments. — The right to purchase stock at a specified price granted by 
a corporation to its stockholders before the stock is offered to the public 
is transferable, and may be sold at private sale or through brokers in the 
same manner aa the stock itself. The proceeds of such sale represent a 
capital income and should be credited t« some such account as Bale of 
Stock Ri^ts, indicating the name of the stock in each case. 
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Problem 95 

The stockholdera of the Fiske Leather Company approved 
the plan of the directors to increase the capital stock of the com- 
pany from 17,200,000 to $14,400,000 (par value $100). The 
sum total of assets above the amoimt of capital stock and debt 
is now more than $6,750,000 and is invested in plant, working 
capital, and other assets. Under the stock increase each stock- 
holder receives a stock dividend of three shares for each four 
shares held, and a transferable right to subscribe at par for one 
share for each four old shares held. 

Required: 

(a) Using accounts with Authorized and Unissued Stock, 
give entry for increased capitalization 

(b) Give entry for the declaration and payment of the 
stock dividend 

(c) Morse owns 100 shares. Give the amount of his 
dividend 

fd) Morse decides to sell his "stock rights." Establish a 
value for these rights on February 28, 1921, the 
market value on that date being 160. 

Commants. — The $6,750,000 exeeee of asaete over capital stock and debt 
does not enter into the solution. This refers to the surplus of the cor- 
poration at the time of the increase in capital and is given as a justification 
of same. 

It may be assumed that before the new stock is issued proper authority 
has been secured from the state for the increased capitalization. 



Problem 96 

The American Telegraph and Telephone Company issued on 
March 1, 1913, $67,000,000 of 2ft-year convertible 4^% bonds. 
These bonds were made convertible at par into Common Stock of 
the company at $120 per share (par value $100) from March 1, 
1915, to March 1, 1925. 
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September 1, 1916, Brown, who owns $10,000 bonds, deposits 
them with the company and receives in exchange common 
Stock. 

Required: 

(a) The number of shares received by Brown, and assuming 
the dividend on Common Stock to be &%, the dif- 
ference in his annual income 

(b) Journal entry to record the conversion on the books 
of the corporation. 



Problem 97 

Frame any entries necessary to record the action of the direc- 
tors as it appears in the minutes of the meeting of August IS, 
1917, of which the following is a synopsis, and the action of the 
officers taken piu^uant to authority conferred on them by such 
minutes: 

The treasurer reported that the profits for the year as audited 
amounted to $59,287. Voted that a dividend of $40,000 be 
paid on October 1 to the stockholders of record September 15, 
and that $10,000 of the profits be appropriated as a reserve for 
relief of employees disabled while in the service of the United 
States and invested in Liberty Bonds. 

The treasurer reported that he had an offer of $1,000 in settle- 
ment of a debt of $3,000 of the A. B. C. Company, which had 
been written off as irrecoverable in 1914. He was authorized 
to accept the same in full settlement. 

The president reported that he had secured tenders for new 
building planned in the amount of $1S5,000. He was authorized 
to execute a contract accordingly. 

The president reported that a firm of bankers had offered 
to purchase $200,000 of the company's 20-year 5% bonds to 
be dated October 1, 1917, at 93 and accrued interest. He was 
authorized to accept the offer and deliver bonds on that date. 
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Required: 

(a) Entries to dispose ol profits, dividend, and appro- 
priations 

(b) Entry to record settlement with A. B. C. Co. 

(c) Entry to record execution of contract for new building 

(d) Entry for sale of bonds. 

(From the Anuriean Inalittile EsatnxnaHon) 



Problem 98 
A corporation's profits for the year ended December 31, 1021, 
amount to (451,000. The by-laws require a reserve equal to 
10% of any dividend paid to the common stockholders, and any 
surplus remaining after such dividend has been paid is also to be 
applied to the reserve until it amounts to $250,000. The reserve 
at December 31, 1920, was 1156,020. The capital is {2,000,000— 
one-half cumulative preference 5%, and one-half common, all 
fully paid. On December 31, 1921, the preferred dividend is 
2}4 years in arrears. On December 31, 1920, Profit and Loss 
account was in debit $202,000. 

Required: 

State how you would dispose of the profit for 1921, illustra1> 
ing your answer by means of journal entries. 

(From IBinoi* C. P. A. Examination.) 

Commenta. — This problem is for the purpose of testing the judgment of 
the student. Remember that the deficit and the cumulative dividend in 
arrears must be token caie of first. The object should be to malc« such 
distribution u will satisfy both the common and the preferred siock- 
boldera. 
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Problem 99 

Tlie owner of 300 acres of coal land organized a corporation 
with $1,000,000' capital stock (par tlOO) deeding bis land to the 
corporation in consideration of three thousand Bhares, fully paid. 
The remaining shares were sold for cash. The net profit for the 
first year was $110,000 and a dividend of 8% waa declared. 
The dividend having increased the market quotations of the stock, 
the stockholders voted to increase the book value of the land 
and mines and ^stribut« pro rata among themselves $500,000 
fully paid stock. At the end of the second year, the corporation 
showed a loss for that year of $100,000; therefore, it was de- 
temuned to reduce the capital stock $250,000. 

Rsqtiired: 

Journal entries for these transactions and balance sheet at the 
end of the second year. 

{From North Carolina C. P. A. ExamituUion) 



Problem 100 

A company is formed at January 1, 1922, with a capital of 
$1,750,000, consisting of 17,500 shares of the par value of $100 
each. 

Of these, 16,250 shares are sold to subscribers at par for cash. 

The following is a summary of the transactions of the 'com- 
pany during the first 12 months of carrying on business: 

The preliminary and formation expenses are $12,500, which 
are paid in cash. 

They purchase freehold and leasehold current going iron works 
and collieries from A. B. and Company for $1,250,000. 

They take over from them the necessary plant and machinery 
at $375,000, and a stock of iron, coal, etc., at $229,250. 

The vendors take in part payment of their purchase money 
$50,000 on first mortgage bonds, and $125,000 in shares of the 
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company, fully paid. There is $1,665,000 pud to them in 
cash. 

The company expends during the year $54,200 in additions 
to the phint and machinery by purchases from sundry creditors 
to the extent of $41,300, and by payments through Cash account 
of $12,900. 

They purchase materials from* sundry creditors to the extent 
of $461,500, and they purchase for cash to the extent of $67,310. 
They pay for wages, rents, royalties, tools, wagon hire, repairs, 
etc., $842,700. 

Their sales from iron and coal to sundry debtors amount to 
$1,526,585. They receive in cash from sundry debtors $1,040,- 
700. 

They draw on sundry debtors bills to the extent of $419,740. 

They transfer of the above amount to sundry creditors $54,510, 
and the bank credits their account with $331,400, the proceeds 
of those discounted. 

They pay in cash to sundry creditors, $231,415. 

They accept for creditors, bills of exchange to the extent of 
$142,110; of this amount they meet $86,005 through their bank- 
ing account, the balance being still current at the end of the 
year. Thoy borrow on First Mortgage Bonds $375,000, which 
is paid into their banking account as received. 

They pay to their bankers for interest and commissions $8,040; 
for salaries, oiBce expenses, and management, $15,670; law 
charges, $410, and for directors' and auditors' fees, $3,010. 

They write off 5% from the original amount of the plant 
and machinery for depreciation, but nothing from the additions. 

They also write off the following amounts: $25,000 from 
the freehold and leasehold property to cover minerals taken 
from the freehold and to provide for the expiration of the 
leases; $3,005 for bad debts, and one-fifth from the preliminary 
expenses. 

The discount allowed to sundry debtors amounted to $5,530. 

There is due at the close of the year $2,250 for interest on 
bonds, and the value of the stock of materials then on hand 
is $154,285. 

All receipts are paid into the bank, and ail payments are 
made by check. 
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Required: 

(a) Journal entries covering the above transactions for 
the year (with explanations) 

(b) Profit and loss statement 

(c) Balance sheet. 

(from lainoU C. P. A. Examination) 



Problem 101 

The X Company is incorporated under the Busiitess Corpora- 
tion Law of Massachusetts, January 1, 1916, with ah authorized 
capital of $100,000. One share of stock is given to each of the 
three incorporators, A, B, and C, in order that they may qualify 
as directors; five shares are given to a lawyer, D, as compensa- 
tion for legal services performed in organizing the corfMration ; 
an investment banker imdertakes the sale of the remainder of 
the stock to investors, less fifty shares of siock which he is to 
receive as compensation for his services. The subscription books 
remain open untU March 1. Payments for the stock are to be 
made in four equal installments on the first day of March, June, 
September, and December, 

On March 1, the banker reports that all the stock is subscribed 
for and the first installment is called and paid. Fifty shares of 
stock are issued to the banker for his services. Stock certificates 
are issued to all subscribers. 

Jime 1, the second installment is called and paid. 

September 1, the third installment is called and paid by all 
subscribers except F, who subscribed for 10 shares. 

December 1, the fourth and last installment is called and paid, ' 
F again defaulting on the payment of his installment 

January 10, 1917, the treasurer of the X Company offers F's 
shares for sale at public auction. The shares are sold to G for 
$700. The expenses of the sale amount to $25. A stock cer- 
tificate for the ten shares is issued to G. After deducting ex- 
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pensee and interest on unpaid installments at 6% the surplus 
of the sale is remitted to F upon the surrender of hia certificates. 

Required: 

(a) Make necessary entries in journal form to cover the 
above 

(b) In case $400 is the highest bid at auction for the 
shares what action would the directors take? 

(c) Instead of offering F's shares for sale at auction, the 
directors elected to bring action at law against him for 
the amount due from him, tt^ther with interest thereon. 
The action is entered on February 1, 1917, for S535, 
covering interest and charges. Judgment is obtained 
on March 1. At the end of thirty days, as the judg- 
ment remains unpaid, the directors declare all amounts 
previously paid by him forfeited to the corporation, 
an entry of transfer of the stock to the corporation 
is made, and the original certificate is declared void. 
Make necessary entries in general journal form. 

Comments. — This problem illustratea the method of realiiing upcoi un- 
paid stock aubicriptioiu. The student is referred ta the BuBiness Corpot^ 
tion Law of the Commonwealth for the leg&l procedura necessary. There 
are some points of difference between the method of procedure in the 
case of inHtallment stock (stock issued but unpaid) and ordinary stock 
(stock unissued and unpaid). They should be noted carefuUy. 

Referring to last paragrt^h of the problem, eharge the unpaid subscrip- 
tion and all expenses to F personally; credit him with the proceeds of eale 
of stock, and remit balance of his aooount in cash. 
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Group E — CMp(»rati(nis — ^TliMay Questions 

T-36 

What are the distinguishing characteristics of the "corpora- 
tion" ae compared with other forms of business organization? 
What privileges does it carry and what, if any, are its dis- 
advantages? 

(Ameruwi JnatthOe) 



T-37 

(a) Explun the books and accounts needed by a corporation 
that are not needed by a firm. 

(b) Name tlie various kinds of stock and expliun wiiat the 
different kinds represent. 

(c) How would the following affect the individual holders or 
subscribers : secret reserves, excessive dividends, bankruptcy, and 
voluatary dissolution of the corporation? 

(Miehitan C. P. A.) 



T-38 

A corporation is under contract to furnish pure water. Owing 
to its present source of supply becoming polluted it is obliged 
to install a plant to pipe water from a great distance, the old 
plant being abandoned. The abandoned plant is carried on the 
company's books at 9100,000. The new plant will cost $200,- 
000. The new water supply will be the same as regards 
quantity with no increase in the rates. How would you treat 
the above as regards capital and income? 

iffortk Carolina C. P. A.) 



A corporation is formed to engage in manufacturing. Pend- 
ing the sale of imderwritten capital stock, money is borrowed 
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for the erection and equipment of a plant. How should the 
interest on this loan be treated in the books of account? 

(JHorlh Carolina C. P. A.) 



T-40 

A MassachuBetts corporation in need of funds makes the fol- 
loving arrangement with three of its directors. They indi- 
vidually pledge their stock, par value 815,000, $10,000, and 
$5,000, and receive loans of $7,500, $5,000, and $2,500, with 
which they purchase new stock at par. It is their intention, 
when the loans are paid by the corporation, to return this 
$15,000 worth of stock. 

(a) May this stock be purchased by the company? 

(b) What should be the entries on the books of the corpora- 
tion? 

(MasMuAvteUa C. P. A.) 



T-4I 

(a) When may the account "Treasury Stock" properly be 
raised on the books of a corporation? 

(b) What relation does authorized but unissued capital stock 
hear to the accoimts of a corporation? 

(Ohio C. P. A.) 



T-42 

You find that a corporation has purchased one thousand 
dollars worth of its own stock for nine hundred dollars. The 
bookkeeper has made an entry debiting Treasury Stock for 
$900. ii the entry is right, expl^ in detail the reason. If 
wrong, make the correcting entry and explain in detail why it 
was wrong and why yours is right. 

{Mithigan C. P. A.) 
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T-43 

What are oi^anization expenses? How are they to be treated 
in accounts? At what point do expenses cease to be organization 
expenses and become operatii^ expenses? 

Is the deficiency in the early years of a corporaUon's activi- 
ties (whether an actual loss or a deficiency between the earnings 
and the normal rate of return) similar to organization expenses? 
How should such deficiencies be treated in the accounts? To 
what extent is such a deficiency similar to interest paid during 
construction? Should such deficiencies be carried on the bal- 
ance sheet? If 80, should they be written off, and how and 
when? May the deficiencies representing the difference between 
actual earnings and normal rate of return be capitalized, in the 
strict sense of havii^ capital stock issued to a corresponding 
sum? State clearly just who is affected, and how, by the dif- 
ferent methods of trestii^ the items mentioned above. 

(AmerioaH InttUvie) 



T-44 

The Central Manufacturing Company, with a capital of 
$200,000 (2,000 shares, par 100), owns 1,000 shares, par 100, in 
the General Manufacturing Company whose capital is 
$200,000 (2,000 shares, par 100). The Central Manufacturing 
Company increases to $400,000 capital and takes over the 
General Manufacturing Company share for share. 

Are the Central Manufacturing Company shares which 
come in place of the General Manufacturing Company 
shares "Treasury Stock" or "Stock not Issued?" 

State an argument or reason or authority for your answer. 
(Maataehtit^U C. P. A.) 



T-AS 

(a) How would you deal in the balance sheet of a corporation 
with shares recovered from a vendor to whom they had been 
issued as fully paid and who had returned them in settlement of 
a clum for fraudulent misrepresentation in respect of the prop- 
erty sold by him to the corporation? 
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(b) How would you deal with these shares for the purposes 
of a dividend? 

{Amtriean ImtHvUi 



T-46 

When a corporation undertakes its own construction work on 
what basis ia it permissible for it to make charges to Property 
account in respect thereof? On what basis would you person- 
ally recommend that the charges should be made? 

Give your reasons. 

(Amtriean IntiiiiUt) 



T^7 

Three persons (A, B, and C) after two weeks of n^otiations 
agree on July 15 to buy the business of John Doe Company (a 
manufacturii^ corporation) and to take over the assets as of 
July 1, 1915, and assume the results of operations from July 1. 
A, B, and C form a new corporation on July 31 which acquires 
the bufflness through A, B, and C as of July 1. The result of 
the business for the month was a profit of $25,000. How 
should this profit be treated in the accounts of the new corpora- 
tion? Give reasons. 

{MaaaachuwlU C. P. A.) 



T-48 

A corporation on September 1, 1920, issued $5,000,000 5-year 
6% convertible notes, redeemable at 105 and interest in whole 
or in part on 60 days' notice, subject to the ri^t of conversion 
into the stock of the company at the rate of 10 shares of stock 
for each $1,000 par value of notes, the said stock having no 
par value. December SI, 1921, the company reported $735,- 
000 notes converted into stock at the above rate. They also 
purchased on open market $2,000,000 notes at 105 and accrued 
interest. Give entries covering above and stat« how the it«ms 
would appear on the balance sheet as of December 31, 1921. 
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Theory Questions — Corporate Stock Issues 
T-4» 

Describe the method of detennmiiig the number of shares of 
capital stock, both commoii and preferred, held by each of the 
several stockholders of a corporation, givii^ fully the titles of 
the books wherein the facts are registered and stating how the 
books are opened and operated. 

{Virginia C. P. A.) 



(a) What various factors determine the desirable amount of 
authorized capital stock? 

(b) Should good-will ever be capit^ized? 



T-51 

In its prospectus a corporation represents that it has an issue 
of "cumulative, non-voting, non-participating, dx per cent pre- 
ferred stock." 

Give your interpretation of this expression. 

{UatmuAwetU C. P. A.) 



In setting up the balance sheet of a coTp<nation which has 
u) issue of 100,000 shares of stock of no par value, but a stated 
value of S5 a share, and an excess of assets over liabilities of 
$1,500,000, how would you show the capital on the balance 
sheet? 

(American ImlUiUe) 
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T-53 

(a) A company with $500,000 of Common Cf^)ital Stock, par 
value $100 per share, and a Surplus account of $100,000 decidea 
to change its capitalization from a par to a no-par basis. It 
therefore cidls in its 5,000 shares of par value stock and issues 
in place thereof 10,000 shares of no-par value stock. How 
should the transaction be recorded? What effect, if any, will 
the change to a no par value basis have on the surplus account? 

(b) Suppose that a new company is organized with 10,000 
shares of no par value stock and that this new company takes 
over all the assets and liabilities of the old compfmy at their 
book value, issuing all of its capital stock in payment therefor. 
How would the transaction be recorded on the books of the 
new company? 

(^ mm can InstituU) 



T-54 

(a) A and B, pu^ners, organize a corporation with a capital 
stock of $500,000, to take over their business. The corporation 
issues its entire capital stock to A and B in payment for theit 
plant and equipment, which is valued at $300,000. The entry 
recording this transaction is as follows: 

Plant $500 000 

To Capital Stock $500 000 

For the purpose of furnishing working capital A and B each 
donates to the corporation $100,000 of their stock. What entry 
would you suggest to show the exact state of affairs at this 
point? 

(b) Assuming the plant to be valued at $500,000, give the 
proper entry to record the stock donation. 

Give reasons for yoiu* entries. 

{Kan«M C. P. A.) 
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TSS 

(a) State the purpose for which aubecription privileges or 
"rights" may be given stockholders. 

(b) How may a stockholder use the "right?" 

(c) What is the value of a "right" m the followii^ case: 
The par value of the outstandii^ capital stock of a corporatioQ 

is 11,000,000, market value $150 per share. The stockholders 
of a certain date are offered $500,000 more of this same class of 
stock at $125. 

{Wiaamnft C. P. A.) 



A corporation is organized with an authorized capital stock 
of S50,000 of which only $40,000 ia sold, and stock certificates 
issued therefor. Conflicting methods of recording the capital 
stock on the books are ui^ed by rival accountants as follows: 

(a) Treasury Stock to Capital Stock, $50,000. Cash and 
Properties to Treasmy Stock, $40,000. 

(b) Cash and Properties to Capital Stock, $40,000. 

Which method is the better, and why? Con you surest 
another method of recording this transaction? 

iAtiapted Maine C. P. A.) 



T-57 

The following paragraphs have appeared in recent announce- 
ments of stock issues. Comment upon each of them, including 
the specific points mentioned below. 

(a) "The First Preferred 7% stock is redeemable by lot at 
110 and accrued dividend on four weeks' notice." In your 
comment, state the exact value of this feature to the investor. 

(b) "Net tangible assets are $287 per share and net quick 
assets exceed $126 per share of First Preferred Stock, and no 
dividends shall be declared and paid upon common shares, which 
will reduce tile net quick assets below $110 for each share of 
First Preferred Stock then outstandii^." In your comment, 
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state exactly what these terms, "net tangible asseta" and "net 
quick assets," mean. 

w 

Capitalization 
7% Cumulative Preferred Stock (|100 par) $25 000 000 00 
Common Stock (J15 par) 15 000 000 00 

Founders' Stock (No par value) 100 000 00 

In your comment, discuss Founders' shares in ita various aspects 
— purpose of issue, voting rights, payment for stock, right to 
dividends, etc. 

(FUeoMin C. P. A.) 



T-M 

An expresfflon of your opinion is desii«d regarding the follow- 
ing: Is it legal or sound business policy to declare a dividend 
out of current earnings while capital is impaired? 

Is it ever justifiable to pay dividends with borrowed money? 
{Amxriean InttOute) 



T-59 

The Directors of the A company are contemplating a preferred 
stock issue, and are confronted with the proportion of making 
the preferred issue attractive to investors and at the same time 
protecting their own equity as common stockholders. 

After making an audit of the A company, an appraisal was 
made which showed that the assets were worth double the book 
value. It thereby doubled the value of the authorised common 
stock outstanding. 

(a) If the directors asked your advice as to doubling the 
authorized common stock of the corporation by the declaration 
of a stock dividend, what would you reply? 

(b) If the directors asked your opinion as to the advisability 
of changing the common stock from a par value basis to the 
non-par basis, what reaaona would you give in reply? 

{Witeonnn C. P. A.) 
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A corporation has two classes of stock fully issued: 

$5,000,000—7% Cumulative Preferred as to dividend and 
assets. 10% dividends are in arrears. 

$12,000,000 — Common, on which no dividend has been paid. 

The corporation proposes to retire by piu*chase $2,000,000 
common. What would be the effect, if any, on the interest of 
the preferred stockholders? Give reasons supporting your 
answer. 

IMauaehuteOa C. F. A.) 



(a) How would you treat money received on stock subscrip- 
tions from persons who afterward forfeited their stock by non- 
payment of other installments? 

(b) A company buys $5,000 of its own stock for $4,000. 
The entry that is made debits Treasury Stock $5,000, credits 
cash $4,000 and credits Loss and Gain $1,000. State why 
you approve or disagree, 

iMiehigem C. P. A.) 



A corporation is authorized to sell its preferred stock at par 
value of $100 and with every four shares sold is permitted to 
give a 25% bonus in common stock, that is, one ahare of common 
stock free. State how this bonus stock would be shown in the 
financial statements at the close of the fiscal period. 
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Tbeory Questions — Dividends 

T-63 

What is a dividend? State when and how dividendB become 
effective. State how declaration and payment of dividends are 
usually recorded in books of account. 

(.MKhittm C. P. A.) 



T-64 

Give journal entry to express the declaration <^ a dividend. 
How would you treat unclaimed dividends? 

Can you mention any distinction between dividends declared 
out of income and dividends declared out of profits realized from 
the increment of invested values? 

{Amtrican IneHhiU) 



T-6S 

What do you understand by the term "Dividends Paid out of 
Capital?" What in your opinion would constitute such pay- 
ment, and mention any circumstances that may occur to you to 
justify such payment? 

(Maryland C. P. A.) 



The Bruce Company started in business with the following 
capitalization, viz. : 10,000 shares, par value each $25 of non- 
cumulative 7% stock and 6,000 ^ares common stock of ihe 
same par value. When it began business the liabilities of the 
company exceeded its actual assets by $12,000, which it carried 
in a Suspense account. 

Three years elapsed during which some losses were made and 
charged to Profit and Loss which showed a credit balance of 
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S15,000. You are called in to settle a dispute which has arisen 
between the preferred and common stockholders as to the dis- 
position of this balance, the preferred holders claimed it should 
be used to extinguish the Suspense account and the common 
holders that it should be used to pay them a 10% dividend. 
What would you advise and why? Answer fully. 

(Maryland C. P. A.) 



) T-67 

Discuss preferred shareholders' right to recover from cor- 
poration when dividend is earned but not declared. 

(WUeon»iTtC.P.A:) 



T-»8 

Discuss the subject of dividends: 

(a) When declared out of premium secured from sale of cf^ 
ital stock. 

(b) When company's sole investments are in diminishing (or 
wasting) assets. 

(WueoMin C. P. A.) 



T-69 

A corporation was formed which acquired several plants, 
issuing therefor $17,000,000 bonds and $24,000,000 stock. It 
was well known at the time that this capitalization exceeded 
the true value of the assets (including good-will) acquired, to an 
extent of $11,000,000. In the first year, after paying expenses 
and interest on bonds, the business yielded considerable net 
income. May such net income be used to pay dividends, or 
must it be first applied towards making up the $11,000,000? 

(Amerieafi iTutituie) 
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T.70 

In view of the Supreme Court dedmon that stock dividends 
are not income, it is probable that many stock dividends will be 
declared within the near future. Summarize: 

(a) The reasons for issuing stock dividends. 

(b) The reasons against issuing stock dividends. 

(c) The deciaon of the Court as to why stock dividends are 
not income. 

(d) If a corporaUoD is organized with capital stock of no par 
value, summarize the reasons why stock dividends would, or 
would not be declared. 

{Wueonain C. P. A.) 



T-71 

The preferred stock of a corporation is entitled to cimiulative 
dividends at 7% per annum. For the past ten years the com- 
pany has paid dividends on this stock at the rate of 5% per 
annum. How should the arrears of dividends appear on the 
company's balance sheet? 

(AfoMacAwaetft C. P. A.) 



T-72 

A corporation haa an issue of {100,000 of cumulative preferred 
stock bearing 6 per cent dividends. No dividends have been 
paid for two years. How would you disclose the facta in a 
balance sheet dated December 31, 1920, if 

(a) A dividend of $12,000 on the preferred stock was declared 
on December 27, payable January 15, and there is a remaining 
surplus of $5,000? 

(b) No dividends have been declared and there is a surplus 
of $17,000. 

(c) No dividends have been declared and there is a surplus 
of $4,000? 

(d) No dividends have been declared and there is a deficit 
of $7,000? 

(AmerUan ItutiluU) 
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Group F — Liquldatioii of Corporations 



The Doylefltown Hardware Company, because of competi- 
tioD, is forced into liquidation. The balance sheet of the cor- 
poration on January 1, 1922, is as follows: 

THE DOYLESTOWN HARDWARE CX)MPANY 









Aaaeto 

Office Furniture 
laventoiy 
Not« Receivable 

Cash 


Liabilittea 
S20 000 Notes Payable 
2 000 Accounts Payable 
12 000 Capital Stock 
6 000 
30 000 
4 000 


seooo 

17 000 
60 000 



t73 OOP t73 000 

The cash book showed the results of liquidation to be as follows : 
Caah Receipta : 
Btan and Equipment, S25,000; Office Furniture, $1,200^ Stock in Trade, 
17,600; Notes Receivable, >3,500; Accounta Receivable, $21,00a 

Ca ah Payments: 

NotM Payable, S6,000; Interest on Notes Payable, SM; Accounta P^- 
able, S17,000; Ebtpenses, S3,500. 

The legal formalities have been complied with, and the charter sur- 
rendered. 

Required: 

Journal entries to effect liquidation and close the books of 
ihe corporation. 

Comments. — The work required in this problem is entirely in the form 
of journal entries and care should be used in stating the entries and the 
particulars for each entry. 

The problem is for the purpose of illustrating the entries necessary to 
close the books of a liquidated corporation. The procedure in this case is 
as follows: 

(1} Debit Cash with amount received in realizing on the assets and 
credit the various asset accounts; 

(2) Chai^ the various liability and expense accounts, and credit Cash 
for amounts paid for expenses and in liquidation of the liabilities; 

(3) Close the profit Kaliied from the sale of store and equipment into 
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a Profit and Loas in Liquidation account bj debiting Store and Ekiuipment 
account and crediting Profit and Loss in Liquidation; 

(4) Close the losses sustained in realizing on the remaining eaaeta into 
the Profit and Loss in Liquidation account by charging this account and 
crediting the accounts with assets dispoaed of at lees than book value; 

(&} Close the expenses incurred during the period of liquidation into 
Profit and Loss in Liquidation by debiting this account and crediting the 
detailed eipense accounts; 

(6) Transfer the loaa incidental to liquidation of the business from the 
Profit and Loss in Liquidation account to a Deficit account; 

(7) Chsjge Capital Stock account and credit a Stockholders account for 
the capital stock of the corporation and charge Stockholders and creiiit 
Deficit as follows: 

Capital Stock $60 000 

Stockholders S50 000 

Stockholders 00 000 

Deficit 00 000 

(8) The final entry is to record the distribution of proceeds of liquidation 
to stockholders by debiting Stockholders and crediting Cash. After making 
this entry, all accounts should be in balance. 



Problem 103 
' The following ie the trial balance of the Rawdeal Corporation, 
June 1, 1920, on which day the directors resolve that the secre- 
tary of the corporation be authorized to call a meeting of the 
Btockholders to vot« on the immediate dissolution of the company. 
Trial Balance— June 1, 1920 



Land and BuUding 


$ 55 000 




Machinery and Machine Tools 


36 000 




Shop and Hand Tools 


S 000 




Furniture and Fixtures 


9 700 




Raw Materials 


10 350 






23 400 




Cash 


11 320 




Bond (Secured by 6% Mortgage on Land and BuUd- 




m) 




* 26 000 


Interest Accrued on Bond 




312 
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Accounts Pftyftble 


»21 700 


R«Berve for Depredation of Building 


6 300 




g 000 


Reserve for Depreciatioti of Furniture and fixtures 


4 100 


Sun)ius 


23 358 


Capital Stock __ 


60 000 



$149 770 $149 770 

The stockholders' meeting was held on July 1, 1920, and dis- 
Bolution was voted. 

The company sold the land and building to the mortgagee for 
S44,000 as of Ai^ust 15, 1920. 

On September 1, 1920, the cash book showed: 
Debits: 
Land and Building, $17,363; Machinery, $25,340; Shop and 
Hand Tools, $2,100; Furniture and Fixtures, $3,700; Baw 
Materials, $7,950; Accounts Receivable, $23,130. 



Accounts Payable, $21,700; Expenses, $1,530.20. 

Required: 

Journal entries to effect dissolution and close the books of 
the corporation. 

(Adapted from New York C. P. A. Examinalunt) 

Comments. — The procedure in thia problem is similar to that in the 
preceding problem. It will be necessary, however, to close the Reserve 
accoiuts into the correlative asset accounts so as to arrive at the book 
value of the assets before tranaferring the profit or loss on realiiation to 
the Profit and Loas in Liquidation account. 

The loss on liquidation as shown by the Profit and Lobs in Liquidation 
account in thia caae ia tranaferred to Surplus account, and the balance of 
Surplus is then credited to the stockholders. 

As the Land and Building was sold to the mortgagee, the Bond and 
Interest Accrued on Bond accounts should be offset against the asset 
account, Land and Buildings, before closing that account. The cash re- 
ceived for the Land and Building, $17,363, rcprcBcnts the difference between 
the piu-chase price $44,000 and the Bond account plus accrued interest to 
date of sale. It would be well, therefore, to make an entry charging Bond 
Interest and crediting Interest Accrued on Bond for S325, the interest 
from June 1 to August 15, two and one-half months at 6 per cent. The 
total interest would then be credited to Land and Building account as 
indicated above. 
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Group G — Amalgamations and Mergers of Corporations 
Problem 104 

Corporation C is organized in Massachiitietts with an author- 
ized Capital Stock of $500,000, divided equally between Preferred 
and Common stock, the shares being of the par value of $100 
each. Sufficient shares of Common Stock are subscribed and 
paid in cash to effect the incorporation, and a contract is entered 
into for the taking over of the businesa of Corporation A and 
of Corporation B, the balance sheets of which, at the time of 
the transfer, displayed financial condition as follows: 



Aa«eta 




liabiUtiea 






» 35 000 


Common Stock 


t 60 000 


Raw Material 


6 600 


Prefeired Stock 


42 500 


Work in Procesi 


e 200 


Preferred Stock Scrip 


7 600 


FiniBhed Product 


16 700 


Surplus 


6 400 


Accounts Receivable 


33 600 


Aooounte P^able 


14 200 


NoteB Receivable 


14 600 






Deferred ChM-gea 


1 200 






Caah 


3 000 








*U9 600 




SI19 600 












Corporation B 




Ataete 




Liabilities 






S 61 000 


Capital Stock 


SlOO 000 


Inventory of Merchan- 




Accounts Payable 


31 600 



diae 32 000 

Accounts Receivable 47 500 

Cash 1 OOP 

S131 500 



»131 500 



The contract provides, in settlement for the properties and 
.businesses acquired, that preferred stock be issued in each case 
to the extent of the excess of the asset values, as stated, over the 
liabilities, and that an equal amount of conmion stock be issued 
in payment for the good-will. 

Required: 

(a) Opening entries for C and journal entries to record 
the taking over of the accounts of Corporations A and B 
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(b) Balance sheet of Corporation C after recording the 
above 

(c) Entries to close the Books of A. 

(Adapted from New York C. P. A. Examination) 

CommentB. — This problem illiutrfttee the type of conBoIidAtion in which & 
new company is formed to tak« over the assets and liabilitiea of the A aiid B 
Corporations, which ue then dissolved. 

Make opening entry for C in the usual form. If in doubt as to the 
number of shane neoeasary "to effect the incorporation" consult the Businesa 
Corporation Law. 

In taking over the assets of the Corpontioiu A and B, it will be necessary 
to bring on the good-will purchased with Common Stock as per agreement. 
This provision should be carefully noted. Deferred Charges listed as an 
asset by Corporation A may be assumed to be prepaid expenses, and, as 
such, ore properly chargeable as an asset in the accounts of C. Credit the 
Vendor for assets taken over including good-will, and charge him^th liabil- 
ities assumed and stock issued in payment for net assets as per contract. 

In closing A Company's books, open a Vendee account, charging same 
with assets and crediting with liabilities, also charge Vendee with good- 
will, crediting same to Surplus. The stock received from C is then debited 
and Vendee credited, balancing the latter account. 

The Surplus and Capital Stock accounts are then closed into a Stock- 
h<dders account. An entry to reoord distribution of stock is now mode, 
dosing all aooounta. 



Problem 105 

The Arnold Manufacturing Company, with tl ,000,000 capital 
stock; The Burke Manufacturing Company, with $500,000 cap- 
ital stock, and the Crown Manufacturing Company, with 
$400,000 capital stock, E^ree to consolidate as the Great Lakes 
Manufacturing Company, the new company to buy all the 
properties of the old companies, at a valuation to be fixed by 
appraisal, payment therefor to be made in fully paid stock of 
tie new company, the old companies to pay off their own 
indebtedness : 

The appraisal values of the old companies are as follows: . 
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16 000 


3 000 


10 000 


6 000 


4 000 


3 000 


1 000 


1 000 
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ToUl Arnold Burhe Crown 

Real EbUU and Building SI 133 000 S 680 000 S327 000 1120 000 
Plant 621 000 390 000 160 000 71 000 

Cash IS 000 

Notes Receivable ■ 16 000 

Horeea and Wagons 8 500 

Office Furniture 2 5 00 

tl 800 000 tl 100 OOP tfiOO 000 $200 OOP 

On this valuation, the Great Lakes Manufacturing Company 
issued $2,000,000 of stock, shares $100 each, which was divided 
pro rata among the old companies on the basis of their appraised 
value, no fractional shares of stock to be issued, odd amounts 
to be paid old companies in cash. 

At the time of the consolidation, the ledger accounts of the 
Crown Manufacturing Company were as follows: 



R«aJ Estate and Build- 




Capital Stock 


S400 000 


ings 


S250 000 


Notes Payable 


50 OOC 


Plant 
Cash 


247 000 
1 000 


Accounte PajraMe 


fil 000 


Hones and Wagons 


1 800 






Furniture 


1 200 








S501 000 




SSOl 000 



Required: 

(a) Journal entries necessary to set up property accounts 
and credit old companies with their pro rata on books 
of new company 

(b) The proper journal entries to liquidate in stock of the 
new company the liabilities other than capital stock 
and to apportion the remaining stock and cash, and 
to close the books of the Crowu Manufacturing Com- 
pany. 

Commrats. — This problem presents little that is new. Open books of 
the Great Lakes Manufacturing Company in the usual manner. Bring 
on assets acquired at appraised value, and sot up good-will for excess of 
stock issued over appraised value of assets, credit the vendor corpora- 
tions with the appraised value of their assets plus a pro rata share of the 
good-will. Note the provision regarding fractional shares of stock. An 
account may be opened with the odd share of stock under the title of 
"Vendors' Stock." This account is credited when the odd share is sold 
and the cash is distributed to vendors in proper ratio. 

The procedure for cloaing Crown Manufacturing Company books is simi- 
lar to that outlined for Problem 104. 
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Problem lOS 
The Newtown Gas Company had operated a gas plant for 
eevera] years for the purpose of supplying local consumers. 
On January 1, 1920, the United Gas Corporation was incor- 
porated for the purpose of acquiring various local plants and 
merging them. The capital stock of the United Corporation 
was $1,000,000. First Mortgage 6% bonds were authorized to 
the extent of $500,000. The United Corporation acquired all 
of the capital stock of the Newtown Company, issuing therefor 
$100,000 of its capital stock and $50,000 bonds. On April 1, 
1920, the Newtown Company was taken over and a new set of 
books opened. At the date of the mer^r, the balance sheet of 
the Newtown Company stood as follows: 

THE NEWTOWN GAS COMPANY 





BftlsBce Sheet— April 1, 1920 




Assets 




Liabilities 




Caah 


$ 2SO0 


Notes Payable 


$ fi 000 


iDTentory 


660 


Account* Payable 


2 800 


Accoimta ReceivaUe 


3 620 


Capital Stock 


50 000 


Notes BeceivabU 


2 100 


Surplus 


37 829 


Material and Took 


1 869 






PUnt, Machinoy 


and 








85 000 








$96 629 




S96 629 



Required: 

(a) Journal entries to open books of the United Gas Cor- 
poration 

(b) Journal entries to close the books of the Newtown Gas 
Company. 
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The Bumwell Gas Compaoy wu incorporated on January 1, 
1920, with an authorized capital of S300,000 (2/3 Preferred 
Stock and 1/3 Common, all the shares being of the par value of 
$100) to acquire and conduct the buanefle of the Safety Gaa 
Ck>mpany, whoee general balance sheet shows the following on 
December 31, 1919: 

Aveta 

BuOdings, Machinery sod EquipmeDt SlOO 000 

Maina, Conduits, Met«n, and Connectioiw 70 000 

FranchisM, Righta, Privileges, etc. fiO 000 

Materials and Supplies 16 000 

TooU and Emergency Equipment 10 000 

Cash 11 800 

Acooimta ReceivaUe 35 200 

$292 000 



Notea Payable $ 10 000 

Aeooimta PayaUe 52 000 

Capital Stock (2,000 abaree) 200 000 

Surplus 30 OOP 

S2B2 OOP 

On January 16, 1920, all the Preferred Stock and Common 
Stock of the Bumwell Gas Company was issued to the twenty 
stockholders of the Safety Gas Company, in exchange for their 
holdings of stock in the latter company, in the proportion of 
two shares of Preferred and one share of Common for each two 
shares of stock exchanged. 

At a meeting of the board of directors of the Safety Gas 
Company held January 20, 1920, it was resolved to carry out 
the provisions of a plan or mei^r in accordance with which the 
Safety Gas Company was to transfer its assets and liabilities to 
the Bumwell Gas Company and surrender its charter. A cer- 
tificate of mei^r was issued at the close of the meeting. 

At a meeting held January 31, 1920, the board of directors of 
the Bumwell Gas Company resolved to open accounts on the 
general books of the company with the individual assets and 
liabilities taken over and assumed, at the figures shown by the 
balance sheet of the Safety Gas Company on December 31, 



)vGoO'^lc 



CLASSIFIED PROBLEMS AND EXERCISES 295 

1919, with the following exceptions: (a) franchise, etc., to be 
raised to $70,000; (b) surplus not to be carried. 

Aa to ^e January operating transactions, they were recorded 
in special books in order that they might be embodied at the 
proper time in the books of the Bumwell Gaa Company. 

Required: 

(a) Chronol<^Gal journal entries reflecting on the books 
of the Bumwell Gas Company the different stages of 
the merger. 

(b) Journal entries closing the books of the Safety G^ 
Company. 

{Ada'pled from Nta York C. P. A. Examination) 
Commants. — Thia problem illuHtrates ona of the methods of merging 
corporations. Make openiag entry for the new company in the usual 
form. Bring on the asseta and habiUties of the Safety Gb« Company, 
opening up a Vendor account. The method of closing Safety Gu Com- 
fMn/e books will be u outlined for previous problems.* 
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Group H — Holding Companies and Consolidated Balance Sheets 

Problem 108 

The Armstrong Manufacturing Company has been engaged in 
the manufacture of a certain commodity for a number of years. 
In order to insure a ready market for their output, a separate 
company is organized which is to marl^et the product of the 
Annstrong Company. The new company is to foe known aa the 
Smith Trading Company. 

The Smith Trading Company is incorporated for $100,000, of 
which 190,000 is subscribed for by the Armstrong Company, 
and the balance sold to outsiders for cash. The product is 
billed to the Trading Company at cost to the Manufacturing 
Company. 

On December 31, 1921, the Armstrong Manufacturing Com- 
pany balance sheet is as follows: 

THE ARMSTRONG MANUFACTURING COMPANY 



Balance Sheet- 


-December 31, 1921 




Aasets 








Land 


$ 30 000 


Acoounta Payable 


S 35 000 


Buildings 


130 000 


Capital Stocic 


300 000 


Equipment 


20 000 


Surplus 


66 000 


Raw Materials 


40 000 






Finished Goods 


46 000 






Cash 


15 000 






Due from Smith Trad- 








ing Company 


30 000 






Inveatment in Smith 








Trading Co. Stock 


90 000 

J400-000 




k400 000 
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The Smith Trading Company Bubmitted a balance sheet as 
of the same date as follows : 



THE SMITH TRADING COMPANY 







Aaaeta 




Liabilitiea 




Land 


S 20 DOO 


Accounts Payable 


$ 5 000 


BuildingB 


50 000 


Due Armstrong Com- 






10 000 


pany 


30 OOO 


iDTentorj of Goods 


20 000 


Capital Stock 


100 000 


Accounts B«ceiv&ble 


25 000 






Cash 


10 000 








S135 000 




liSBOOO 



Required: 

Prepare a conBolidated balance sheet Bhowing the condition 
of the two companies as a single organization, and showing 
only the status of the organization with reference to the 
outside public. 

Commanta.— In preparing a consolidated balance sheet it is important 
to bear in mind that all inter-company accounts are eliminated in order 
that tiie financial condition of the enterpriae aa a whole may be shown 
only in its relation to the outside world. 

In solving this problem, therefore, attention is called to the following: 

(1) The amount due the Armstrong Compuiy from the Smith Company 
is eliminated because it represents an int«rcompany debt, and does not 
affect the financial condition of the company as it concerns outsiders. The 
amount due Armstrong Company is directly offset by the liability as shown 
on Smith Trading Company's books. 

(2) The inyestment of the Armstrong Company in the stock of the 
Smith Company is eliminated because it represents the value of the net 
assets of the Smith Company, which assets are shown in detail in the 
consolidat«d balance sheet. If the stock investment account were in- 
eluded in the consolidated balance sheet it, would have the effect of stating 
twice the value of the assets held by the holding company. 

The amount of the capital stock of the Smith Company owned 1^ the 
Armstrong Company is eliminated. Capital Stock represents an owner- 
ship interest in tbe net assets. As the investment account is eliminated 
from the Armstrong Company assets a corresponding portion of the Smith 
Company Capital Stock is also eliminated. The balance of the stock 
being held by outsiders is known as the minority interest and is shown 
separately on the consolidated balance sheet. 
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SOLUTION 

CONSOLIDATED WORKINQ PAPERS 

December 31, 1921 





Armstrong 


Smith 


Inter Co. 


Consoli- 


AflBete 


Manuft'g 


Trading 




dated 




Company 


Company 


tions 


Figures 


Land 


S 30 000 00 


» 20 000 00 




S 50 000 00 


Buildings 


130 000 00 


50 000 00 




ISO 000 00 




20 000 00 


10 000 00 




30 000 00 


R*w Materials 


40 000 00 






40 000 00 


Finished Goods 


45 000 00 


20 000 00 




65 000 00 


Due from Smith Com- 










pany 


30 000 00 




$ 30 000 00 








25 000 00 




25 000 00 












Company Stock at 










par 


BO 000 00 




90 000 00 




Cash 


15 000 00 


10 000 00 




25 000 00 




»4oa 000 00 


S135 000 00 


S120 000 00 


1416 000 00 


Liabilities 










Account Payable 


1 35 000 00 


$ 5 000 00 




S 40 000 00 


Due Armstrong Com- 










pany 
Capital Stock: 
Armstrong Company 




30 000 00 


S 30 000 00 




300 000 00 






300 000 00 


Smith Company 




100 000 00 


90 000 00 


10 000 00 


Surplus 


65 000 oa 






65 000 00 




1400 000 00 


S135 000 00 


SI20 000 00 


»41S 000 00 
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THE ARMSTRONG MANUFACTURING COMPANY and THE 
SMITH TRADING COMPANY 

Consolidated Bftlance Shcet^December 30. 192 1 

Current Aaaeto: 

Caah $ 25 000 00 

Aocounta ReceivabU 2S 000 00 

Finished Goods 66 000 00 

Raw Materials 40 OOP 00 WHS 000 00 



Land S SO 000 00 

Buildings 180 000 00 

Equipmwit 30 000 00 860 00 00 

Total Asaeto S415 OOP 00 

liabilities and Capital 

Current Liabilitjea : 
Accounts Payable S 40 000 00 

Capital Stock: 
ArmstronK Company tSOO 000 00 

Minority Int«re8t in SmiUi Trading Com- 
pany 10 OOP 00 310 000 00 

Surplus 65 000 00 

Total Liabilities and Capital 8415 000 00 
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Problem 109 
A 18 an operating company and B is a holding company. Tlie 
following statements are taken from the books of the respective 
companies, viz.: 





A COMPANY 




Asseta: 








Cash on Hand 




S 35 000 00 




Book Accounts Receivable 




25 000 00 




Stock Inventory 




21 000 00 


$ 81 000 00 


Prepaid Accounts 






7 000 00 


Sinking Fund Trustee 






16 000 00 


PremiumB on Sinking Fund Bonds 




700 00 


B Company Advancea 






45 000 00 




Stock 




2S 000 00 


Other Investments 






5 000 00 


Phut, Franchises, etc. 






1 400 000 00 
$1 578 700 00 










Book Accounts Payable 




$ 12 000 00 




Wage* 




8 000 00 




Bills Payable 




GO 000 00 








12 000 00 


$ 82 000 00 


Reserve Accounts 






65 000 00 


Bonds 






750 000 00 


Capital Stock 






SOO 000 00 


Surplus 






181 700 00 

$t 578 700 00 




B COMPANY 




Assets: 








Cash on Hand 




» 14 000 00 








6 000 00 


1 20 000 00 


Investments: 








A Company's Stock 




tSOO 000 00 








500 000 00 


I 000 000 00 


Hant, Franehises, etc. 






1 250 000 00 


Deficit 






22 000 00 
S2 2D2 000 00 
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Book Accounts Payable $ 7 000 00 

Bills Payftble 130 000 00 

Accrued Accounts JO 000 00 

S 147 000 00 
Dub a Company 45 000 00 

Bonds Issued 1 100 000 00 

Capita] Stock Issued 1 000 OOP 00 

>2 292 OOP 00 

Required: 

A balance sheet combming the assets and liabilities of the two 
companies. (Submit your working papers with your solution.) 
{From FenMybania C. P. A. Examinaiion) 

Commmtt. — Tlie stock of each company held by the oth^ is diminated 
from the assets and from the combined capital stock, the assets receiTcd 
by the companies for this stock showing elsewhere on the balance sheet. 

The advances by A Company to B Compsny arc offset by the amount 
due A Company appearing as a liability on B Company's balanoe sheet. 
Theae items are tbenfore eliminated. 



A holding company, X, owns all of the capital stock of sub- 
ndiary companies *Y and Z. The balance sheets of the Talioua 
companies are as follows: 

X COMPANY 

BsJanoe Sheets-June 30, 1921 



Cash $ 6 000 00 


Accounts Payable 


» 1 000 00 


Notes Receivable 12 000 00 


Notes Payable 


35 000 00 


Due from Y Com- 


Capital Stock 


100 000 00 


pany 2S 000 00 


Surplus 


15 250 00 


Inventory 4 000 00 






Prepaid Expense 250 00 






Investment in Y and 






Z Companies' 






Stock (par) 66 000 00 






Plant 60 000 00 
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Y COMPANY 





finance Sheets-June SO, 1921 




Amets 




LiabOitJea 




Guh 


$ 4 000 00 


Accounts Payable 


$12 000 00 


AccoiuttB Receivable 


10 000 00 


Notea Payable* 


10 000 00 


Notes Receivable 


1 000 00 


Due X and Z Com. 




Inveatoiy 


8 000 00 


pauies 


30 000 00 


Prepaid Expenses 


500 00 


Capital Stock 


25 000 00 


Plant 


55 000 00 


Surplus 


1 500 00 




»78 500 00 
ote owing by Y 


Company to X Company 


J78 500 00 


■ Includes »2,000 n 






Z COMPANY 






Balance Sheets-June 30, 1921 




A»eta 




LlabiUtiea 




Ca«h 


J 2 000 00 


Not«8 Payable 


S16 000 00 


Notes Rweivable 


1 000 00 


Accounts Payable 


4 000 00 




3 500 00 


Capital Stock 


30 000 00 


Due from Y Com- 




Surplus 


2 200 00 


pany 


5 000 00 






Inventory 


5 000 00 






Prepaid Expense 


200 00 






Hant 


34 500 00 

$5r26o-oo 








SSI 200 00 



Prepare consolidated balance sheet. (Submit working sheet.) 
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Problem 111 

The Copley Manufacturing Company has owned the control- 
ling interest in The H. E. Smith Company and The Clifford 
Company since the subsidiaries were organized. From the bal- 
ance sheets of the respective companies given below, prepare a 
consolidated balance sheet. Attach thereto your working papers 
showing how the consolidated balance sheet figures were arrived 
at. 

THE H. E. SMITH COMPANY 

Balance Sheet— December 31, 1920 

Aaeeta Liabilitiea 

PUnt and Equipment S 60 000 Capital Stock $ 7fi 000 

Inventories 30 000 Acoounte Payable 27 000 

Advance to The Clifford Notes Payable — Copley 

Mfg. Co. S 500 

Dividends Payable 3 000 

»113 500 

THE CLIFFORD COMPANY 
Balance Sheet— December 31, 1920 



Cuatomets 


25 000 


Caab 


5 000 




1113 500 



Assets 




Liabilities 




Plant and Equipment 


» 97 500 


Capital Stock 


»125 000 


Inveatories 


47 400 


Accounts Payable 


46 500 


Customers 


25 000 


Advances from The H 




Advances to Copley 




E. Smith Co. 


3 500 


Mfg. Co. 


7 600 


Surplus 


6 250 


Cash 


3 850 








$181 250 




S181 250 
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COPLEY MANUFACTURINQ COMPANY 

Balance Sheet— December 31, 1620 



Aeaeta 

IsTestment in the Capi- 
tal Stock of the H. £. 
Smith Co., 750 shaies 1100 000 

Inveatroent in the Capi- 
tal Stock of The Clif- 
ford Compan^r, 1,000 
shareB W 000 

Notee ReceiTable of The 
Smith Company 

Dividends Receivable 

Caoh 



Liabilitiea 
Capital Stock »250 000 

Advances fiom llie Clif- 
ford Company 7 600 
Surplus 3 000 



Par value per share 
of all o 



Required: 

Consolidated balance sheet and working papers. 

Commenta. — Prepare consolidated worUng papers in the usual form. la 
eliminating the Investment in the Capital Stock of the H. E. Smith Com- 
pany, it should be noted that the entire issue or 750 shares, with par value 
of 176,000, was purchased for 1100,000. The excess of purchase price over 
the net aseeta as represented by Capital Stock will be shown on consolidated 
balance sheet as good-will. ' 

It should be noted also that a minority interest exists in The Clifford 
Company since the holding company owns but 1,000 of the 1,250 shares 
outstanding. As the holding company has owned the controlling interest 
since The Clifford Company wss organised, it may be assumed that the 
surplus has been earned since The Copley Company secured control, and 
was not purchased by them. Therefore, the minority stockholders have 
an equity in the surplus. Attention is also called to the fact that the 1,000 
shares were purchased for S90,000, or at less than par. The difference 
may be eliminated from good-wilL 
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Problem 112 
The stockholders of corporations A, B, and C desire to merge 
same into a new corporation, the capital of which shall be the 
amount of the net worth of the consohdated corporations. Pre- 
pare a consolidated balance sheet showing the combined net 
worth of the three corporations. 
The final and audited balance sheets are here given: 



CORPORATION A 



Ajweta 
Cash $ S 000 00 

Due by Corpontioa 

B 20 000 00 

Due Corporation by 

C 5 000 00 

Inventories at cost 

or market, triiioh- 

ever is lower 130 000 00 

Plant 50 000 00 

Stock in Corpotation 

B 100 000 00 

Bonds in Corpora- 
tion B 40 000 00 
Bonds in Corpors' 

tion C 50 OOP 00 

MOO QOQ 00 



Acoounto Payable 
Notes Payable 
Due C Corporation 
Bonds Outstanding 
Reserve for Loesea 
Capital Stock 
Surplus 



Liabilities 

$ S 000 00 
20 000 00 
10 000 00 
100 000 00 
5 000 00 
100 000 00 
160 000 00 



CORPORATION B 



Cash S 

Accounts and Notes, 

Miscellaneous 
Due by C Corpo- 

Inven tones at cost 
or market, which- 



Plant Account 
Bonds of A Coipo- 
rotion 



Accounts and Notes, 

Miscellaneous S20 000 00 



Due A Corporatio: 
Bcmds Outstanding 
Capital Stock 
Surplus 



20 000 00 
SO 000 00 
100 000 00 
48 000 00 
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CORPORATION C 



Cash 

Due by Corporation 
A 

Accounts and Notee 
Receivable, Mie- 
ceUaneouB 

Inventories at coet 
or market, which- 
ever is loner 

Plant Account 



SO 000 00 
100 000 
»431 OOP 00 



Accounts and Notes 

Payable 
Due Corporation A 
Bonds Outstanding 
Reserve for Losses 
Due to B Corpora- 
Capital Stock 
Surplus 



$ 35 000 00 
S 000 00 
60 000 00 
2 000 00 

fi 000 00 
100 000 00 
234 000 00 

>431 000 00 



Required: 

(a) Consolidated working papers 

(b) Consolidated balance sheet with assets and liabilities 
properly classified. 

(From North Carolina C. P. A, ExamiwUion) 



Problem 113 

Company A purchased on January 1, 1917, the entire capital 
stock of Company B at $175 per share, and the entire stock of 
Company C at $80 per share. 

You are handed the balance sheet as understated at June 30, 
1917, and are requested to prepare a consolidated balance sheet 
of the A Company and its subsidiary companies at that date. 

There are no intercompany accounts or inventories. 

Balance Sheet— Company A 



Property and Good- 

WiU $ S50 000 

Stock of Subsidiary 

Companies 1 600 000 

Current Assets 700 OOP 

$3 050 OOP 



Capital Stock S2 250 000 

Current Liabilities 150 000 

Surplus, January 1 525 000 

Undivided Profit for 
one-half year 125 OOP 

$3 050 OOP 
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Balance Sheet — Company B 



Property and Good. 

WiU 
Current Aaaete 


S 650 000 
60 000 


Capital Stock 

Sutplua, January 1 
Undivided Profit for 
one-half year 

-Company C 


1 

r 

»7 


400 000 
10 000 
200 000 

100 000 




1 710 000 

Balance Sheet- 


710 000 


Property (as ap- 
pmsed January 1, 
1917) 

Current Aaseta 


Si 130 000 
ISO 000 


Capital Stock 
Current Liabilities 
Surplus, January 1 
Undivided Profit (or 


000 000 
240 000 
30 000 

40 000 




»1 310 000 


310 000 



Required: 

Consolidated Balance Sheet of A Company and its subsidiary 
companies as of June 30, 1917, together with working papers. 
(from ATnerican Inttitule Examinaliim) 

CommentB. — The Surplua of Bubaidiariea on January 1 repreeenta part 
of the book value of the stock purchoaed on that daf«. The undivided 
profits for one-half year are added to A Company surplus. 

The purchase price of B Company stock is $700,000 of which 1400,000 
represents par value, 1200,000 surplus at date of purchase, and the bal»ice, 
SlOOgOOO, good-will. When the purchase price of stock in a subsidiary ex- 
ceeds the book value of the stock purchased (as indicated by the capita! 
stock and surplus shown on the subsidiary's books at time of purchase) 
ibe excess ia ahown on the consolidated balance sheet as an addition to 
Good-Will. 

The purchase price of Company Slock ia $800,000. The par value of 
this stock is $1,000,000, the surplus at date of purchase $30,000, making 
the book value of the stock $1,030,000. The excess of the book value over 
the purchase price, therefore, amounts to $230,000,. which may be added 
to Surplus or deducted from Good-Will. The latter treatment is mora 
conservative and will be followed in this problem. 

Property and good-will are merged in this problem so that the amount 
of the original good-will ia unknown. For the purpose of the problem it 
may bo assumed that there is sufficient good-will to justify the deduction 
of the $230,000 from the Property and Good-Will item. 

Working papers will be set up in accordance with the above suggestions. 
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The balance sheet of the American Fin Company on June 30, 
1920, was as follows: 



THE AMERICAN FIW COMPANY 





Balance Sheet— June 30, 1920 




Aaaeta 




Liabilities 




lAnd, BuOdinp, and 




Firrt Mortgage 6% 






S335 000 00 


Gold Bonds 


SlOO 000 00 


Broiw Pin Ticket Co. 




Taxes Accrued 


3 250 00 


Stock (par value 




Salaries and Wages 




»60,000) 


67 400 00 


Accrued 


4 327 82 


Patenta 


15 000 00 


Accounts Payable 


123 749 83 


Working and Trad- 




Notes Payable and 




ing AsBeto 


37 600 00 


Interest 


80 125 00 


Cuh 


10 000 00 


Interest Accrued on 






32 000 00 


Bonds Payable 


2 500 00 


Due from Bronx Pin 




Reserve for Depreci- 




Ticket Company 


376 82 


ation of Building 


35 000 00 


Prepaid Expenses 


1 600 00 


Capital Stock— Pre- 








ferred 


75 000 00 






Capital Stock — 








Common 


50 000 00 






Profit and Lose Sur- 








plus 


14 823 17 




»488 775 82 


»488 775 82 



The American Pin Company having acquired all the capital 
stock of the Bronx Pin Ticket Company, the balance sheet of 
which appears below, it is proposed to merge the two companies 
as of July 1, 1920. 

THE BRONX PIN TICKET COMPANY 
Balance Sheet — June 30, 1920 



Land, Buildings, and 

Equipment S260 000 00 

BlauaerPinTrayCo. 
Stock 35 000 00 

Patents 22 626 00 

Working and Trad- 
ing Assets 10 000 00 

Cash 10 365 27 



Liabilities 
Rrat Mortgage 5% 

Gold Bonda S 60 000 00 

Taxes Accrued 2 750 00 

Salaries and Wages 

Accrued 3 147 83 

Accounts Payable 144 720 80 
Due American Pin 

Company S76 82 
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Accounts Rficeivable 


$37 M3 86 


Notw Payable and 




Sinking Fund 


3 236 92 


Intereat 


S31 372 £3 


Prepud Expoues 


1 200 00 


Interest Accrued on 








Bonde Payable 


1 260 00 






ReRerre for Depnci- 








ation of PUnt 


27 600 00 






Capital Stock 


60 000 00 






Profit and Lou Sur- 








plua 


69 264 67 




S380 371 05 


S380 371 06 




(Adapted fT<f 





Required: 

(a) Entries on the books of the American Pin Company in 
general journal form 

(b) Entries on the books of the Bronx Pin Ticket Company 
in general journal form 

(c) Balance sheet of the American Pin Ticket Company 
after merger. 

Commenti. — Thie problem illiutratee the merger of a holding company 
and ita aubeidiaTy. The holding company having acquirod all the stock of 
the Bubeidiary, the accounts of the latter will be taken onto the booka of 
the holding company (The American Pin Company); all int«r-conipany 
accounto eliminated; and the books of the aubeidiaiy (The Bronx Pin Ticket 
Company) closed. 

The American Pin Company's entriefl would be as follows: 

(1) Charge each aaset accoimt taken over, and credit Bronx Pin Ticket 
Company (open account) for the total. 

(2) Charge Bronx Pin Ticket Company for total of liabilities assumed 
and credit each liability account. 

(3) Charge Bronx I^ Ticket Company for balance of that account and 
credit Bronx Pin Ticket Company Stock account for enough to balance that 
account, and credit the balance to Surplus. It is to be noted that the net 
assete of the Bronx Pin Ticket Company as represented by its Capital 
Stock and Surplus amount to $119,254.67, while in the investment account 
on the books of The American Pin Company this is carried at $67,400. 
The difference represente the excess of book value of net assete acquired 
over that at which they ore carried in the investment account. When the 
BBsete take the place of the investment account, the result is an increase 
in the Surplus of the American Pin Company, hence the above entry. 

The entries to close Bronx Pin Ticket Company books would be as usual 
except assets are charged to American Pin Company to open account instead 
of a Vendee account. The liabilities will be credited to same account and 
the balance closed to Capitol Stock and Surplus which closes all ocoounta. 
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Group I — ^HokUng Companies and ConsolidationB— Theoiy 
Questions 

T-73 

What are the three leading types of corporation coneolidation? 
Discuss in detail the advantages and disadvantages of each form 
from the standpoint of the corporation. 

(P«nn«irfnm(a C. P. A.) 



In the case of a consolidation of three manufactiuing concerns, 
how would you determine the good-will of the consolidated 

ilUirwu C. P. A.) 



T-75 

In making an examination for an intended purchaser of a 
business, what are the principal matters that should be looked 
into? 

(MaiM C. P. A.) 



In the case of a merger or consohdation of several companies 
it becomes necessary to equalize certain conditions. Name some 
items of this kind that would need attention. 



Explfun in what respect the balance sheet of a holding com- 
pany fails to give satisfactory information in regard to the 
actual financial condition of the corporation. 
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T-78 

State at least four difFerent methods of showing to the stock- 
holders the financial condition of a holding company and the 
subsidiaries. 

(Witeotuin C. P. A.) 



T-79 

If in consolidating the accounts of a holding company and its 
subsidiary companies you find that in the case of the subsidiary 
companies the holding company owns only 60% of its voting 
stock, state briefly how you would treat the subsidiary company's 
accounts in the consohdated balance sheet and why your pro- 
fiOBGd treatment reflects the true financial position of the com- 
bined companies more clearly than other methods with which 
you are familiar. 

(.AmerUxm Ijutitvbi) 



T-80 

Four corporations which have been doing business with each 
other consolidated. In each set of books accounts are open 
with the other three. How will these be treated in the consoli- 
dated balance sheet? 

{Michigan C. P. A.) 



T-8I 

In making up a consolidated balance sheet of a holding or 
parent company and two subsidiary companies where, in the 
case of one of the subsidiary companies, its entire capital stock 
has been acquired at less than par, and in the case of the other, 
at a substantial premium, how would you deal with such dis- 
count and premium, respectively, in the consolidated balance 
sheet? In the event that all the stock of the subsidiary com- 
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panies was not owned by the parent company, how should such 
proportion of said stock belonging to the minority stockholders, 
together with the proportion of surplus appertaining thereto, be 
stated in the balance sheet? 

(Vorvland C. P. A.) 



T-S2 

At the close of a fiscal period you find the iuTentoriee of a 
subsidiary company contains merchandise, transferred from 
another subsidiary company at a price above the cost to manu- 
facture. How would you treat such inventories in making the 
balance sheet of the holding company? If included at the 
prices shown on the books of the sul»idiary company, how would 
you treat tJie apparent profit? 

{Narlh Carolina C. P. A.) 



T-93 

A punt company holding notes receivable from a subudiary 
company to the extent of S100,000 indorses and discounts said 
notes with its banks, thus creating a contingent liability. In 
preparing a consolidated balance sheet of the two comptmies, 
state if, where, and how the liability would f^pear. 

{lUinoi* C. P. A.) 



T-84 

Corporation A, which owns all of the capital stock of Cor- 
poration B, purchases stock in Corporation C, and sells to 
subsidiary Corporation B at a profit of $50,000. 

How would this transaction affect the balance sheet of Cor- 
poration A? 

{North Carolina C- P. A.) 
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T-85 

Holding company A owns SO per cent of the stock of company 
B. Company B losea S50,000 in a year's operation. Holding 
company A loans company B $50,000 and takes its notes for 
the amount. How would the whole transaction appear in hold- 
ing company A's books and in its balance sheet and profit and 
ksB statements? Give reasons for your answer. 

{,North CaroUna C. P. A.) 



T-M 

In the process of consolidating several competing establish- 
menta, Corporation A, the holding company, acquires $98,000, 
out of a total of $100,000, of the capital stock of Company B. 
At the time of the purchase, the balance sheet of Company B 
^owed surplus and undivided profits of $50,000. Company A 
bought the stock of B at 200%. Almost immediately after the 
purchase Company B paid a cash dividend of 25%. In what 
ways would the payment of this dividend affect (a) the balance 
sheet <rf B; (b) the balance sheet of A; (c) the consolidated bal- 
ance sheet of A and its subsidiary companies? Give your rea- 
sons for your answer. 

(Ammoan IiutituU) 
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Group J — Bonds and Sinking Funds 

Problem 115 

The Yardley Textile Company on September 1, 1921, issued 
$500,000 20-year First Mortgage 6% Sinking Fund Coupon 
Bonds, interest payable semi-annually. The deed of trust 
provides that t30,000 shall be taken from profits on September 
1, 1923, and each year thereafter, for the purpose of providing 
a sinking fund. This money shall be turned over to sinking 
fund trustees who shall purchase outstanding bonds of the 
company at 105, The bonds purchased are to be carried as live 
bonds and interest on same added to the fund. The entire 
bond issue was sold to a syndicate at 95. The bond discount is 
to be written off over the life of the bonds. 

Required: 

Outline in journal form entries on the corporate books to 
record the issue and sale of bonds, payment of interest, payment 
to sinking fund trustees, redemption of bonds by trustee, amorti- 
zation of bond discount, etc., up to and including September 1, 
1924. 

CommentB. — For the purpose of this problem it may be assumed that 
the trustee purchased bonds to the extent of his funds as provided by tbe 
sinking fund installment in denominations of (1,000. 



Problem 116 

The Bucks Public Service Corporation issued and sold to a 
bond house at 92, $100,000 General Mortgage 5% bonds, dated 
January 1, 1922, due in 20 years, interest payable semi-annually. 

The deed of trust provided that the corporation should pay 
the sum of S5,000 annually from earnings to sinking fund trus- 
tees, who should use the fund accumulated, beginning two years 
from the date of bond issue, for the purpose of redeeming such 
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bonds as may be avaUable at not more than 103. Such bonds 
as may be redeemed by the trustees are to be cancelled. 

Required: 

(a) Assuming that money is worth 6%, how many bonds 
can be redeemed January 1, 1924 at par? 

(b) Journal entries to record the issue of bonds, payment 
of interest, bond discoimt written off, provision for an- 
nual payment of sinkii^ fund installments, redemp- 
tion of bonds by trustees to the extent of funds avail- 
able, etc., up to January 1, 1925. 



Problem 117 
You are called upon to state what is the annual sinking fund 
necessary to redeem a principal sum of $1,000,000 due 30 years 
hence, assuming that the annual sums set aaide are invested at 
compound interest at 5%. State what computation you would 
make to arrive at the result desired. You need not work out 
the computation. 

(From American Iralilute Examination.) 



A company is under obligation to pay S10,000 to sinking fund 
trustees "out of profita." The following transactions take place: 
1917 

December 31: $10,000 ceuh paid to eioking fund trusteca 
1918 

J&nuary 5: Trustees invest in SI0,0O0 of the 5% bonds of the company 
at 98 and interest (from January 1). 
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July 1: Coupons cm Ute above bonda collected. 
December 31: $10,000 paid to emking fund trusteea. 
1919 
January I: Coupona collected. 

2: Sll.DOG bonds bought for tnnldng fund at 95. 
July 1: Coup<Hifi collected. 

December 31: Paid S12S for ezpenacB of sinking fund. 
31: Paid SIO.OOO to sinking fund tnuteea. 
1920 
January 1: Coupons collected. 

10: 110,000 bonds bought at 101 sad interest 

Required: 

Journal entries on the comp&uy'a books for the above trana- 
actiona. 

(From American IntHtvtt Bxaminationi 



Problem 119 

X. Y. Z. Corporation has an authorized issue of S5,000,000 
First Mortgage 5% bonds, m |I,000 denominations; $2,502,000 
of these are in the hands of the pubUc, and the balance in escrow 
in the hands of truBtees, to be taken down only to take up the 
bonds of underlying companies, or for new construction up to 
80% of the expenditures; but the net earnings above operating 
expenses and taxes for the previous year must equal at least one 
and three-fourths times the interest on all outstanding bonds 
including those to be taken down. The net earnings for a cer^ 
tain year were 9273,900.44. There were also in the hands of 
the public the following bonds of subsidiary companies: S106,000 
5's, and t205,SOO 4}'b. The expenditures for construction 
amounted to «300,000. 

Required.— State how many bonds can betaken down for con- 
struction, showing how you arrive at the result. 

(From MauathMtetlt C. P. A. Examination) 

Comments. — ^This problem is largely one of mattiematice and should be 
cloeely studied. In figuring the total interest on bonds now outstandiog, 
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intoieat on bonds of eubeidiary campftniea ahould be included. This is 
done under the assumption that the holding company guarantees the inter- 
est on the bonds of the subsidiaries, which is frequently done. 

The term, "taken down" used in connection with the bonds in escrow 
meana that the bonds are to be turned over to the company by the trustees 
ud sold to the public, the proooeds to be used as indicated. 



Problem 120 
Under the terms of the mortgage, securing the issue of bonds 
by a corporation, there is a sinking fund provision, by which 2 
per cent per annum must be turned over to the trustees, who 
are empowered to invest the cash in their hands in purchasing 
these bonds whenever they can be obtained at par or below. 
During the year under review they have bought $50,000 at 90 
flat and received one-half year's interest thereon at 6%. Show 
the entries on the company's books. Indicate whether its profit 
and loss or its surplus is affected by the discount and the interest. 
(American ItutitvU) 



Problem 121 

A corporation issued 10-year Plrst Mortgage bonds on April I, 
1014, bearing 6% interest, payable semi-annually (April and 
October). The bonds provided for annual contributions to a 
ffinking fund trustee, a trust company that allowed 2% compound 
interest. The bonds were sold at a premium and payment was 
received therefor on April 1, 1914. Show pro forma entries as 
of the following dates: (a) April 1, 1914; (b) October 1, 1914; 
(c) April 1, 1915; (d) April 1, 1924, 

(Maryland C. P. A.) 
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Problem 122 
The stockholders of a corporatioD authorise an issue of 
91,000,000 of bonds; $500,000 of these boads, duly registered 
and certified by the trustee, were returned to the corporation 
and disposed of as follows: The Corporation sold $100,000 for 
cash at 99i $100,000 at 101, pledged $200,000 as collateral 
security for the payment of i\a notes and retained $100,000. 
How should this issue of bonds appear on the balance sheet of 
the corporation? 

(Monrfoiui C. P. A.) 



Problem 123 - 
The Port William Manufacturing Company has created a 
first and second issue of mortgage bonds which have been 
placed through a syndicate. The first mortgage bonds are to 
run 20 years and were sold at US. The second mortgage bonds 
are to run 40 years and were sold at 60. State how the same 
should be entered on the books of the company, assuming the 
total par value of the first mortgage to be $5,000,000 and the 
second $2,500,000. 

{Maryland C. P. A.) 
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Group E — Bonds and Bond SinMng Funds — Theory Questions 

T-87 

Name five classes of bonds, describing briefly each class with 
regard to issue, purpose, redemption, etc. 

(Michigan C. P. A.) 



T-8B 

A distinction is made between funded debt and unfunded 
debt. Please define and compare, discussing the advantages and 
disadvantages, if any, attaching to each. 

{American InaHtute) 



T-89 

An issue of mortgage bonds of the par value of 1100,000 
and running for 5 years has been sold at 90, the money to be 
used m the erection of new buildings. How should the trans- 
action be recorded and why? 

(.Michigan C. P. A.) 



(a) What factors determine the interest rate of bonds? 

(b) What is meant by the nominal rate of interest? The ef- 
fective rate? 

(c) How may the effective rate of interest be determined? 



T-91 

An insurance company buys $50,000 7% 10-year bonds at 
116 for investment. The bonds will mature at the expiration of 
5 years. How should this purchase be entered on the balance 
sheet? What should be done with the premium? 

{Maine C. P. A.) 
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T.92 

A corporation, having issued first mort{;age bondfl to the 
amount of $50,000, sets aside out of profits $5,000 each year 
and pays off at par bonds to a siniilar amount. 

How shall these items appear in a balance sheet at the end 
of 5 years? 

(VauaiAtMetta C. P. A.) 



T-93 

What reason can you give for the creation <tf a reserve tor a 
sinking fund when the reserve is not to be funded? Explain 
fuUy. 

(W«D York C. P. A.) 



T-94 

(a) Give a definition of a sinkii^ fund and state how the 
term ia used generally in bond recitals. 

(b) Indicate the pro forma entries for 

1. The creation of a sinking fund reserve. 

2. The creation of a sinking fund. 

(c) State the disposition of a Reserve for Sinking Fund account 
which ia no longer necessary. 

(d) State the plan most frequently approved by writers on 
corporation finance as being the most satisfactory for accom- 
plishing the purpose for which a sinking fund is created. 

(WUeomin C. P. A.) 

T-95 



A municipality borrowed $150,000 for 5 years at 4%, inter- 
est payable annually. To meet the debt when it became due a 
sinking fund was created by depositing at 5% compound inter- 
est an equal simi at the expiration of each of the 5 years. What 
was the annual amount deposited? 

(Miehigan C. P, A.) 
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T-M 

A company under its articles of incorporation ia required to 
set aside a certain percentage of its profits at the close of each 
year to provide a sinking fund for retiring its bonded indebted- 
ness when it matures. 

(a) Give necessary entries to be made in the books, setting up 
the reserve at the close of each year. 

(b) Give entries required when the bonds are pud off at 
maturity. 

(c) What relation has the ainldng fund provision to deprecia- 
tion? 

tt C. P. A.) 



T-97 

Explain the idationship between a sinking fund and an allow- 
ance for depreciation. It is claimed tiiat in municipal enter- 
prises the requirement that rates must be hi^ enough to provide 
both for a sinking fund to pay off the bonds and also for a 
Reserve for Depreciation with which to replace the plant results 
in a double charge to consumers. Criticise or expiwn this theory. 
(Ameriean IntiitvU) 



T-98 

A city wishes to borrow $90,000 for 30 years, this debt to be 
extinguished either by a sinking fund or by an issue of serial 
loan bonds payable so much per annimi. Which, in your 
oinnion, would be tiie better method and why? Answer fully, 
and differentiate clearly between these two methods of extin- 
guishing the debt. 

(MMHcfitMettt C. P. A.) 
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DEPRECIATION. RESERVES AND SURPLUS 
Group A — DeprecUtion and Reserres 



A ntachine costji^ SSI is estimated to have a life of four 
years, with a residual value of $16. 

Required: 

(a) Set up a schedule showing the annual depreciation un- 
der each of the following methods : Straight hne, Con- 
stant percentage of diminishing v^ue, Annuity method, 
Sinking Fund method (for convenience in arithmetical 
calculation, assume the rate of interest to be 10%) 

(b) Submit the formula used for each method, showing 
how you arrived at the figures shown in the schedule 

(c) Discuss the significance of each of the methods. 

(From American InstituU Examination^ 

Conunonti. — The figures in thu problem &re such that the results may be 
readily worked out by arithmetic from the formulae. 

In preparing the schedule called for in (a), set the flgurea up in four 
columns properly labelled at the top for the various methods. 



Problem 125 
A machine which cost $10,000 has an estimated life of 12 
yeu« and a scrap value of $75. The periodic charge for depre- 
ciation as determined from formula for annuity method at 4% 
interest is $1,060.50. 
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Requited: 

(a) Set up a schedule covering the first three years of 
the life of the asset 

(b) Asauming that Reserve for Depreciation account is to 
be kept, show the journal entry that would be made at 
the end of the first year. 





Problem 126 








Cost 


EBtimated Life 


Scrap Value 


BuiidiDss 

Machinery 

Tools 

Patterns 


%S0 000 
20 000 

5 000 
10 000 


50 yean 
20ye&ra 

5 years 
3 yeara 


SI 000 

2000 

100 

100 



Required. — Explain clearly and show figures illustrating three 
different methods of arriving at the amount to charge annually 
for the depreciation of the above items. 

{From Witeonna C. P. A. Examination) 



Probletn 127 
A machine costing S10,000 was estimated to have a life of 10 
years, with a residual value of $1,000. At the close of eaeh year 
a charge of $900 was made and a similar amount credited to 
" Reserve for Depreciation." Just prior to closing the books at 
the end of the tenth year the machine was discarded and sold, 
bringing $2,000, and a similar machine was bought costing 
$15,000. 
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Required. — Journal entries to close the books at the end of the 
tenth year in order to cover these transactions and to make 
necessaiy adjustments. Interest is not to be calculated. 

(From Aitteriean ItuUIuU ExamiTtatUm) 



Problem 128 

A corporation has been accustomed to chaise the purchase of 
machinery to the Machinery account at cost, and each year to 
charge the Manufacturing account and to credit a Reserve for 
Depreciation account with an amount which will offset the cost 
of the machinery by the time it is estimated that it will be advis- 
able to scrap the machines. During the period that you have 
been employed to audit the account, you find that the corpora- 
tion has sold two machines for $500 each, and this amount has 
been credited to the Machinery account. One of them cost 
$1,000, and the amount reserved for depreciation on this machine 
is $600. The other cost $1,500, and the amount reserved for 
depreciation is $850. 

Required. — Adjusting entries to correct the books. 

(From Matsachiuettx C. P. A. Examinalion) 



The Auburn Manufacturing Company has an account with 
Fixtures showing a total cost of $46,880 which were bought as 
follows : 



1916 


$5 115 


1919 


$1 005 


1916 


3 002 


1920 


4 505 


1917 


2 150 


1921 


6 lis 


1918 


17 810 


1922 


7 178 
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No depreciation has ever been provided, a condition which it 
is now desired to correct. The estimated life is ten years from 
the date of purchase. 

Requited. — Make entry for setting up a reserve account cover- 
ing depreciation for the entire period during which the fixtures 
have been used, including depreciation for the current year ending 
December 31, 1922. 

ComiBMita. — ItuteMi of figuring depreciation for each year Kparstoly 
the aggregate for each item may be used; for inatance, 80% of the firat item 
represents depreciation; 70% of second, ete. The total depreciation for 
1922 represents a charge to Depreciation or to Profit and Lose, while that 
of previoui years should be chaJ-ged te Surplus. 



\ ' Problem 130 

An account with Reserve for Depreciation of Delivery Equip- 
ment showed on December 31, 1020, a balance of $040.80. The 
Delivery Equipment account of the same date showed a balance 
of $13,068.40. 

In August, 1020, a horse died which cost 1300, no entry being 
made at the time. Three years' depreciation bad already been 
provided for at the time of the horse's death at the rate of 10% 
per annum, based on cost. 

In October, 1020, a horse which cost $275 was sold for $175, the 
difference between cost and selling price having been charged to 
the Reserve account. This horse was bought at the same time 
the other one was and the same depreciation has been provided 
for. 

Required. — Make necessary adjusting entries. 



)vGoO'^lc 



CLASSIFIBD PROBLEMS AND EXERCISES 329 

■^ Problem 131 

The Keystone Machine Company has followed the policy of 
crediting depreciation on fixed aaeets directly to the ledger 
accounts kept with euch asBets, arbitrary amounts being written 
off to cover depreciation at the close of each fiscal period. At 
the time of closing the books on June 30, 1917, on the advice of 
an accountant, it is decided to abandon such an unscientific 
policy and the accountant is authoriised to outline a series of 
entries by which proper reserve accounts may be opened covers 
ing the entire period during which the assets have been in use. 

To enable the accountant to do so, the following data are 
obtained regarding the accounts: 

BttUdJngB: ' - 

Coat " ' «90 000 00 

Depreciation written off to 12/31/16 16 700 00 

Eatimated life from 12/31/16 20 years 

Madupefy and Eiguipment; 

Coat SfiO 000 00 

Cost of replacements S 000 00'. 

Depreciation written off to 12/31/16 14 375 Oa' 

EetimatAd life from 12/31/16 8 years 

Power Plant : 

Cost tS 000 00 

Coet of replacements 1 fiOO 00 

Depredation written off to 12/31/16 4 000 00 

Estimated life from 12/31/16 4 years 

Office Equipment: 

Coet S 6 600 00 

Coat of replacemente 700 00 

Depreciation written off to 12/31/16 1 636 00 

Estimated life from 12/31/16 8 years 

HorBCfl, Wagons and Hameas: 

Cost 14 6O0 00 

Cost of replacements 1 200 00 

Depreciation written ofl to 12/31/16 7 340 00 

Estimated life from 12/31/16 6 yean 

Required. — Prepare journal entries, with complete explana- 
tions, by which the new policy may be put into effect, provision 
being made at the same time for the depreciation applicable to 
the current 6 months' period. 
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Conuuenta. — This problem requirea considerable thought. In the' first 
item, Buildings, the cutrent depreci&tion will be based on the book value of 
the property at 12/31/16, inasmuch as the estimated life of 20 years dat«s 
from that time. On a basia of 20 year^, the depreciation for the current 
6 monthB will therefore be 2}^% of S73,300(S90,000-S16,700),orSl,832.5O. 

In the item Machinery and Equipment, a new element, that of replaoe- 
ments, ie introduced. The replacements were no doubt charged to the asset, 
while the depreciation was credited to the s&me account, bo that the asset 
has actually been written down for the difference of SQ,375 (S14,376 — 
$5,000). The entry, then, Ut write the asset up to cost and set up the 
reserve for depreciation as of 12/31/16 is to charge Machinery and Equip- 
ment account and credit Reserve for Depreciation of Machinery and Equip- 
ment for $9,375. This is equivalent to setting up the reserve for the entire 
depreciation of 114,375, and then charging same with the Sfi,000 replace- 
ments which would be the proper procedure. The book value and current 
depreciation would then be found hh in the it«m for Building. 

The remaining items will be handled the same as the Machinery and 
Equipment item. 



In your examination of the Automobile Delivery Truck ac- 
count of a company, you find the following entries: 



Jan. 1, 1914, Trucks 1, 2, 3, 4, at $1,20 
July 1, 1914, Truck 5 
Aug. 1, 1914, Truck 6 



Aug. 1, 1913, Truck 2 » 900 

Sept. 1, 1914, Truck 4 7iS0 

Balance, September 1, 1914 $6 150 

The Reserve for Depreciation for Automobile Delivery Truck 
account stood credited on January 1, 19H, with Jl,800. 

Upon analyzing the transactions represented by these items, 
you find the following facts: 
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(a) Truck 5 purchased July 1 replaced Truck 1. The portion 
of the reserve for depreciation accumulated on January 1 for 
Truck 1 amounted to $900. Truck 5 waa purchased on open 
account. 

(b) Truck 2 was traded in for $850 on the purchase of Truck 
6 costing $1,500. The difference was paid in cash. The reserve 
which had accumulated for depreciation on Truck 2 on January 
1 amounted to $300. 

(c) Truck 4 was totally destroyed in an accident September I. 
The reserve for depreciation on this truck amounted on January 
1 to $300 and it was insured for $750. 

Assume the rate of depreciation to be 25% per year. 

Required. — Give journal entries which would properly record 
the above facta, and show the balances of all accounts affected 
as of September 1, 1914. 

(From WiteoTuin C. P. A. Eiominaiion) 

CommuitB. — Id solving this problem, Htart with the balance of the Auto- 
mobile Delivery Trucks tMKWunt on January I, 1014, which isS4,800, repre- 
senting the cost of Trucks 1, 2, 3, and 4 at Sl,200 each. Disregard the 
other items in the account, and set up journal entries for data in (a), (b), 
and (c) as they should have been set up at the time the transactions oc- 
curred. This will result in rotating the asset account for Trucks and will 
aSect varioun other accounts, the balanoee of which will be ILsted aa a 
part of the solution. 



The Western Hardware Company has the following fixed 
assets: 



Buildings 
Machinery 
Toole 
Patterns 





Estimated 


Estimat«(l 


Coat 


Scrap Value 


Life in Years 


SlOO 000 


»35 000 


20 


70 000 


25 000 


16 


a) 000 


6 000 


10 


10 000 




8 
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Baquind: 

(a) Determine the average life of the above assets 

(b) After determitiing the average life of the fixed aaseta, 
state the amount of annual depreciation by the straight 
line method. 



Problem 134 

The A Manufacturing Company has four general types of 
depreciable aseete. 

Rate Coat Scrap Value 

BuUdinp 2% S6I 000 SI 000 

MaehinerjrA 10% 11 000 1 000 

Machinery B 20% 12 000 2 000 

Office Equipmoit 10% 4 100 100 

The directors desire to keep but one Reserve for Depreciation 
account, and they request you to determine the composite rate 
which may be used in determining the annual depreciation 
charge. 

Required. — Determine the composite rate as requested, tebu- 
late the necesaaiy facte used in determining it, and comment upon 
the practicability of such a plan. 

{From WUoonrin C. P. A. Examutatiim) 
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Ofot^ B — Deprecktton and ResenrM — ^Theoiy Questioiis 
T-9» 

What do you underetand by "depreciation" and how should 
it be provided for on the bool^s of a manufacturing company 
owning its plant and equipment? Wherein does depreciation 
differ from renewale and repairs and con it be avoided through 
any syBtem of bookkeei»ng7 

{C. P. A.) 



T-lOO 

(a) Explain the theory upon which periodical depreciation 
charges are based. 

(b) How is the inclusion of such charges in production costs 
justified? 

(c) How should a Reserve for Depreciation be shown in the 
balance sheet? Why? 

(Ohio C. P. A.) 



T-101 

Should depreciation be written off the accounts of a corpora- 
tion whose property is of a wasting nature, such as a quarry or 
a mine? 

Given 



T-102 

The A Company had an appraisal made early in January and 
after completing the annual audit for the A company, the direc- 
tors authorize you to record upon the books the proper values 
as given in the apprusal. Among the terms used in the ap- 
praisal company's report are the following: 

I, Sound value. 
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2. Depreciated value. 

3. Replacement value. 

4. Insurable value. 

5. Book value. 

Defioe each of these terms and state definitely just what values 
it would be proper to record upon the books. 

{Witconnn C. P. A.) 



T-103 

The Cereal Food Company manufacturee a brand (tf break- 
fast food according to a secret process. Their engineers design 
a special machine for its manufacture, ten ntachines of this 
design being made by the Beckworth Machine Company. 

The cost of each machine is t3,600; the estimated life is 10 
years; the scrap value $100. 

As an accountant, you are asked to work out a method for 
reckoning depreciation on the machine, the depreciation to be 
included in the cost to produce the food. Your attention is 
called to the fact that the business has been quite profitable due 
largely to the extensive advertising done by the company. 
Their success, however, has attracted capital in large quantities 
to this field and new companies are constantly being organized 
for the majiufacture of a variety of competing foods, with the 
result that the ability of the company to maintun their present 
sales and profits is rather uncertain. Prepare your report cover- 
ing the following points: 

(a) Method of reckoning depreciation. 

(b) Method of bringing it on the books. 

(c) Treatment of repairs. 



T-104 

The directors of a manufacturii^ corporation assert that, 
because the selling value of the land on which the plant is 
situated has increased beyond the probable amount of plant 
depreciation, no allowance for plant depreciation is necessary. 
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State (a) your view of the propriety of this; ajid (b) the reasons 
supporting your anawer. 

(MavtachwetU C. P. A.) 



T-105 

The book value of the plaot of a corporation has been reduced 

to a Qominal sum. Under this condition, state: (a) whether 

periodicaUy, a reservation should be made of an amount estimated 

to cover depreciation; and (b) the reasons supporting your answer. 

{UataaehiaeUt C. P. A.') 



T-106 

A corporation makes a practice of charging to expense and 
carrying to depreciation reserve account every half year a cer- 
tain percentage of the book value of its plant and machinery. 
Should repairs and renewals be charged to profit and loss, or can 
they properly be charged to depreciation reserve account? 
Give reasons in full. 

{MoModvua^a C. P. A.) 



T-107 

A mill sells a lot of its old machinery for t7,300, and credits 
the amount to Hepairs account. State (a) your opinion thereof, 
and (b) the reasons supporting your answer. 

(MiutackwietU C. P. A.) 



Give some general principles which will guide you in deter- 
mimng whether too much or too little provision has been made 
for depreciation oi buildings, machinery, tools, good-will, pat- 
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T-M* 

On pomtiiiK out tfae i iM uiry i fi iry of the proriBon fcr depn- 
oafkn on mmiiaoaj, wbiA the iliicctan admit, 700 are met 
with the atganteBt, Mippatted by evidence, that the real estate 
vahm have ^ipmeiated to aa even greato' extoit than the 
entiie depndaticn of other aa et a . As thn latter is Dot taken 
op on the books jaa are asked to aDow the one to o&et the 
other. Give le aa ona for jronr 1 



T-110 

The X T Z Company estaUjabed for 10 yean has a machinery 
and eqaifment account which has beoi increased from year to 
year as new equipment purchases have been mad& It ^>peara 
also that certain renewals and repairs have been dnu'^ed to this 
account. Each year a credit has been made to the account f<H- 
depredation, t^aet by a oorrespcmding debit to pr<^t and lose 
account, the ratio of depreciation being adequate, llw com- 
pany now diqxMes of a part ttf its plant at a price equal to irtiat 
was paid for it 7 years [weviously and cieditB the oitire amount 
to Machinery and Equipment account. What adjustments, 
if any, are needed to correct the account? 

(Ammem InttituU) 



T-III 

You are asked by a client to discuss with him the question ot 
reserves for depreciation and depletion of his various capital 
assets. State your position on this subject sod enumerate the 
considerations yon would advance in support thereof. Would 
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you or would you not be guided by the rules laid down by the 
internal revenue authorities in deciding upon the rates to be 
used? 

iAmeriean Irutitule) 



T-n2 

How should a re-appraisal of capital assets be treated on the 
books of a going concern — 

(a) When it involves an appreciation? 

(b) When it involves a depreciation? 

(^rR«rtcan Inatitute) 



T-113 

It has recently been ui^^ that if the replacement cost of 
fixed adsetfi is greatly in excess of their cost, depreciation should 
be computed on replacement values, so that the reserve for 
depreciation will be equal to the replacement value when the 
Ume comes for abandoning the old property and acquiring new. ■ 
It ia contended that if this procedure is followed the company 
will have sufficient cash to make replacements without impairing 
the capital. State your opinion in regard to this matter. 

{AmeAean Irulilvie) 
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Group C. — ^Adjustments and AnslTsis of Surplus 
Problem 135 

An accountant ia engaged by a certain concern to draw up 
financial statements and to close the books as of December 31, 
1920. He finds that no provision for accrued or prepaid items 
was made when the books were closed December 31, 1919, and 
he also locates certain errors as indicated in the following: 
Accrued wages and salaries, December 31, 1019, $1,460; Decem- 
ber 31, 1920, $2,000; Insurance paid in advance, December 31, 

1919, $360; December 31, 1920, $180; Accrued interest on 
mortgage, December 31, 1919, $1,200; December 31, 1920, 
$1,200. 

Goods received prior to December 31, 1919, and included in 
the inventory of that date but not entered on the books until 
January, 1920, $9,000. Error in taking inventory, December 
31, 1919, $2,500 too little. Depreciation on real estate — esti- 
mated—for 1919, $6,500; for 1920, $7,000. 

Rsciuired. — The necessary adjusting entries with full particulars. 

CommBlltg.— All itama affecting nrofita of prBvioiiii ™rin)]ff am adjimtfH 
f-hmilfh *'*'" Surplna nj.jv»iip)| Xn the first it«in given above, it the accrued 
wagBH and salariefl had been properly recorded on December 31, 1919, 
'Sal&ripa and Wagee account would have been charged Sl,4fl0, and the 
profit for the period endii^ on that date would have been reduced by that 
amount. In making adjuating entry on December 31, 1920, tbraefore, Sur> 
plua account ia chained with Sl,460. If wagea and salariefl bad been aoorued 
to the ext«nt of 11,460 on December 31, 1919, and the accrual amounts to 
S2,00D on December 31, 1920, then the difference, or $540, is the amount 
chargeable to the current period's profits through the regular expense 
account, Salaries and Wages. The completed adjustment on December 31, 

1920, will then appear: 

Surplus %\ 460 

Wages and Salaries S40 

Wages and Salaries Accrued %2 OOO 

The same general principle is followed in adjusting the oUier items 
pven in this problem. If the adjustment increases profits of previous periods. 
Surplus account is credited and vice versa. The points to bear in mind 
are: (1) that each period must be credited with income and charged with 
expenses applicable to that period; (2) that in so doing at the end of a seriea 
of fiscal periods, Surplus represents pridr periods' profits, while the usual 
expense and income accounts represent the current period's profits; (3} 
that the adjustment is made on the books at the close of the last fiscal 
period only — in this problem on December 31, 1920, 
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Problem 130 

In taking up the audit of the accounts of a company for the 
year enduig December 31, 1922, you find that the adjustmenta 
made at the previous audit for the year 1921 have not been 
taken on the hooka, and that, therefore, the books are not in 
agreement with the audited accounts as of that date. Assuming 
the followii^ were the adjustments referred to, what, if any, 
disposition would you make M the items at this audit, illustratii^ 
your answer with journal entries, viz.: 

To record: 

(1) Invotcea for MerohandiM in Transit at Deoember 31, 

1921, not on books S 5 000 00 

(2) InvoiaM for Merehandiae received, but not entered 10 000 00 

(3) lUoove for Bad Debts (said debts were written off in 

1922} 2 000 00 

(4) Faotory Expense Bills for 1B21 not entered until Jan- 

uary, 1922 750 00 

(5) Fay-RoU accrued at December 31, 1921 6 000 00 

(6) Insurance Prenuums paid in advance at December 31, 

1921 500 00 

(7) Taxea for year ending December 31, 1921, not entered 

until May, 1922 1 000 00 

(8) Reserve against excem valuation of Inventory, Decem- 

ber 31, 1921 10 000 00 

(9) Depreciation not taken up on books prior to January, 

1921, SS,000; year ending December 31, 1921, Sl.OOO 6 000 00 
(10) To write off an unlocated difference in the Accounts Re- 
ceivable Controlling Account at December, 1921, 
which, however, was located and canceled in 1922 1 GOO 00 

Required. — Necessary adjusting entries as of December 31, 
1922. 

(From IlUnoit C. P. A. Examitudion) 

Conunenta. — Assuming that the books are closed for 1022, it will be neoes- 
saiy to reopen the Profit and Loas account and adjust items f^>plicaMe to 
1922 throu^ that account. Items affecting 1921 profits will be adjusted 
through Surplus account. 

It Diay be assumed in (2) that the merchandise bos not been received, 
and, therefore, is not included in the inventory. This being the case, no 
entry b necessary. 

Item (3) means that bad debts applying to 1921 were written off in 1922, 
and adjustment should be made accordingly. 
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Problem 137 

The books c^ the X Manufactuting Qunpany were audited 

to December 31, 1920, and in makii^ up the Balance Sheet and 

Profit and Loea Account at that date the auditors recommended 

the foUowing adjuBtments: 

(a) Transferred to Profit and Loss $4,231.07 which had been 
charged to real estate and buildings in error. 

(b) Provided for depreciation of building, etc., $7,200. 

(c) Adjusted salaries amounting to $1,400 due for 1920 
services but not entered on the books until January, 1921. 

(d) Reduced the amount of Inventory because of errors, $12,000. 
The same auditors were again called in to audit the books to 

June 30, 1921, and found that the above adjustmenta had not 
been entered on the books. They also found that during the half 
year $1,000 had been chained to real estate, buildings, etc., 
instead of to expense; that no provision had been made for 
depreciation for the period amounting to $3,600 and that the 
inventory had been footed $10,000 too much. Also, that the 
unexpired insurance amounted to $750 more than was entered 
on the books. The following are condensed trial balances of the 
X Manufacturing Company books as the auditor found them as 
of December 31, 1920, and June 30, 1921: 





December 31, 1930 


June 30, 1921 


Re8lEBt8t«,BuadmBB, 










etc. 


1102 840 26 




$115 226 80 




Capital Stock 




S200 000 00 




$200 000 00 




100 000 OQ 




100 000 00 


Cash 


14 672 14 




22 143 21 




AccountA Payable 




9 431 17 




11 698 21 




22 436 10 




28 260 40 




Loaiu 




10 000 OO 




6 OOOOO 


Stocks aod Bonds 


17 602 50 




19 ISO 00 




Inventory 


246 153 42 




2S8 300 14 




Unexpired Insurance 


1 471 23 




742 26 




Surplus 

Profit and Loss, 1914 




85 644 4t 




85 644 48 








71 530 12 




6405 075 65 


S405 076 65 


$473 872 81 


$473 872 si 













Required; 

(a) A correct balance sheet, June 30, 1921 

(b) State the adjusted amount of profits for the half year 
to June 30, 1921 
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(c) Prepare an analyaia of the surplus account for the 
period ended June 30, 1921. 

{Adapted from Matgachiuelis C. P. A. ExaminalMn) 

CoauDftiitB. — The answers to this problem are worked out in rcTerse order 
to that stated in the requirement — (o), (b), and (a). 

The condensed trial balances given in the problem are, in eSect, balance 
sheets. In preparing (c), use six-column paper, heading the columns as 
follows: 

Adjusted 
Balance Sheet Adjustments Balance Sheet 

Assets Liabilities Dr. Cr. Assets Liabilities 

It may be headed "Reconciliation Statement, June 30, 1921." 

It is suggested that the necessary adjustmente be journalized and trans- 
ferred to a woridng sheet. 

In the first two columns place the balance sheet above for June 30, 1921. 
In the adjuBtment calunms, enter the adjusting entries, numbering each 
entry properly so that the debits and credits may be readily identified. In 
the last two columns place the adjusted figures of the balance ^heet. The 
data for (a) will then be taken from the adjusted figures in the last two 
columns and set up in proper form. The answer to (b) will also be found 
in the adjusted balance sheet columns. 

The condensed trial balance or balance sheet for December 31, 1920, is 
not used at oil in solving the problem. 

The adjustments are simple and need no comment. 



Problem 138 

Watson and Daggett are engaged in the manufacture of lathes, 
and at the time of closing the books June 30, 1920, the following 
facta are discovered by the accountant: 

March 1, the Essex Machine Company ordered the delivery 
of two lathes, which had been manufactured for them and had 
been held for shipping instructions since September, 1919. 
The lathes had been charged to the Essex Machine Company 
on September 21, 1919, but by an oversight were included in 
the inventory taken December 31. One machine was billed 
at $962.60 and the other at $750. 
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The inventory taken December 31 was also found to contain 
the following clerical errors: 

Finished stock, $3,100 too much. 

Raw materials, $1,000 too little. 

L. P. Fuller, a customer of the company, failed and his affairs 
were settled in the bankruptcy court. A final dividend was 
received March 1, 1919, leaving an unpaid balance of $610 
which was chained off to Profit and horn. Fuller began businesa 
anew, and desiring to make settlement in full with all creditors 
as he is able to do so, sends the company his check for $300 on 
account on June 30, 1920. What entry should the bookkeeper 
make? 

If the $610 had been charged to a Reserve for Doubtful 
Accounts, what entry would you advise at the time of recovering 
the $300? 

Required. — Journal entries to record adjustments in accord- 
ance with' above data. 



Problem 139 
THE HALL MANUFACTURING COMPANY 





BslaacB Sbeets 










December 31 


December 31 4. 


Aaaeta 


■~ 


1920 


1921 


Guirent Aeaete 


/..-.- 


S 84 OOOv^ 


« 84 800%/" ^^ 
393 000 ""/f'"^^ 
28 000''/ 
2000 "^ 


Fixed Asaeta 


j'tjC* 


301 000 


Good-Will 


ao6w 


30 000- 


DiBcouDt on Bonds 










25 OOO'-^ 




Deferred Asseta 




800- 


1 250 ^ 






S440 800 


SSOQ 050 










LiabilitJee 








Current Liabilities 




1 80 000 -^ 


» 15 000 " 


Bonds Payable 




200 000 ^^ 


300 000 "^^.^ 
29 000 *"^ 


Reserve tor Depreciation 




20 OOOi 
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Reserve for Bad DebU 
Reserve for Construction. 
Capital Stock 
Surplus 



An analyus of the Surplus account shows that the land was 
appreciated S30,000 during the year as the result of an appraisal; 
good-will was depreciated $2,000; a dividend of 10% was declared 
and paid during the year; machinery which cost {7,000 was 
sold during the year for $6,000, the loea being charged against-- 
the reserve account,'^ $4,000 was added to the reserve for con- 
struction; the asset value of tools was reduced $5,000. 

Requiied: 

From the above prepare the following: 

(a) Statement showing profit of the business from operations 

(b) Statement showing analysis of surplus account for the 
year. 



Problem 140 
Following is a transcript of the Surplus account of a company 
covering the years 1916-1918: 

Credits 

December 31, 1916 Net Profit 1129 600 

December 31, 1917 Net Profit 110 000 

June 30, 1917 Adjiistment of Inventory 2 000 

December 31, 1918 Net Profit 118 000 



Debits 



January 


16, 1918 


Dividend 


July 


15, 1916 


Dividend 


January 


15, 1917 


Dividend 


July 


15, 1917 


Dividend 


December 31, 1917 


Good-will reduced 


January 


16, 1918 


Dividend 


July 


16, 191S 


Dividend 



%W 000 
20 000 
20 000 
20 000 
100 000 
20 000 
20 000 
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Eariy in 1918, accountants are called in to make a 
tion of the books and to estimate the amount of Federal Income 
Tax which the company will pay. They discover the following: 

(a) No depreciation of the machinery was written oflf in 1916. 
They reckon the depreciation for this year to be (5,000. 

(b) Error in inventory of December 31, 1916, of $1,000 too 
much, which was never corrected. 

(c) Wages accrued as of December 31, 1917, estimated to be 
S3,000, were ignored. 

(d) Insurance premiums prepaid of $500 as of December 31, 
1917, were ignored. 

(e) Error in inventory of December 31, 1918, resulting in the 
inventory being $2,000 leas than it should have been. 

(0 A patent costing $5,000 was charged to Manufacturing 
Expenses in 1918. 

(g) Insurance Prepaid as of December 31, 1918, of $300, not 
shown on the books. 

(h) A Suspense account with a debit balance of $130 repre- 
senting unlocated errors in trial balances to be closed out. 

Required. — Make adjusting entries for the above and set up 
an entirely new Surplus account for the three years, embodying 
all adjustments, and balancii^ the account as of December 31 
each year, and carryii^ forward the balance to the following 
year. 

Commenta. — This problem illustrates the analysis of Surplus acoount for 
tax puiposea. In making the anBlyais and adjiutment of the account bb 
it stands, it will be divided into three groups, each representing one year. 
The entries will be made as if there were three accounts labelled Surplus 
1916; Surplus, 1S17, and Surplus, 1918. For iniitaDce, the first entry (a) 
will be as follows: 

Surplus, 1S16 15 000 

Reserve for Depreciation of Machinery $S 000 

After making the journal entries, set up a ledger account tor Surplus. 
Credit this account with 1916 profit, and charge it with 1916 dividends, 
the depreciation referred to above, and any other adjustments. Since 
there are no credit adjustments for 1016, the account is balanced, ruled, 
and the balance brought down as of Januaiy 1, 1917. The same prooesa 
will be repeated for 1917 and 1918. 
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Gkh^ D — Surplus and Reserves — ^Theory Qtustions. 

T-IH 

(a) What is a Reserve Account? 

(b) Name and define the two principal classes of reserves 
and distinguish between them as to origin, purpose, and ultimate 
disposition. 

(c) What is a fimded reserve? 

(Ohio c. P. A.) 



T-llS 

How would you distinguish between 

(a) Earned surplus 

(b) Paid-in surplus 

(c) Capital surplus 

(d) Appropriated surplus? 

{American ItutUvie) 



T-116 

(a) What items do you consider should be charged or credited 
direct to surplus? 

(b) Would you regularly make small adjustments of sub- 
sequently discovered errors through this account? 

(c) Is the balance at credit of Surplus ever in any circumstances 
a liability, and, if so, to whom? 

{American Itutilute) 



T-117 

Give some idea of what taxes you would charge ag^nst income 
and what against surplus. Of the former, which, if any, would 
you take up into manufacturing costs? What provision, if any, 
would you make for income and excess profits taxes in closing 
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accouute before the pasBing of a pending act levying these taxefl, 
either in general circumstances or when profits are partly divisible 
under some special contract or arnuigement? 

(Ameriean Ifutitiitt) 



T-llS 

A company had its fixed assets valued by an expert, and the 
appraisal disclosed a valuation greatly in excess of the book value. 
The excess in value was credited to Surplus. If you see any 
objection to this procedure, state how you would treat the 
matter, giving your reasons. 

(OMo C. P. A.) 



T-IW 

A manufacturing company sells land for which it has no use, 
at a price much in excess of the book value. How would you 
treat this excess on the books of the company, and on its balance 
sheet? 

(Ohio C. P. A.) 



How should substantial changes in the value of capital assets 
be treated in the accounts in respect to surplus? 

(Matsaehuwaa C. P. A.) 



T-121 

A corporation increases its capital stock, which it sells at 
auction, receiving therefor, as premiums above the par value, 
93,000. The treasurer credits this amount to Profit and Lobs 
account, and, in his statement, shows it as part of the profits. 
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State: (a) your opinion thereof; (b) to what account, if other 
than Profit and Loss, the amount should be credited; (c) how 
it should be shown in the treasuter's statement; and (d) your 

(MauaehvMtU C. P. A.) 



T-122 

It frequently happens that a corporation contracts to purchase 
property at an agreed price, which on the face of the contract 
is declared to be Its value, and that by another clause in the 
contract, or by another contract, the vendors agree to provide, 
in addition to the property, a certain buhl for working cental 
or even for free surplus. 

It is sometimes maintained that this free sum so provided ia a 
profit or surplus of the new corporation available for payment 
of dividends if the directors ho determine. 

Write a brief expression of your opinion as to the proper 
treatment of the sum turned back. 

(Anuriean InatUule) 



T-123 

A corporation owns nearly all of a block of land. The remain- 
ing portion is purchased subject to an existing lease. The 
corporation sets aside out of surplus an amount believed to be 
sufficient to extond its plant over the entire block at the expira- 
tion of the lease. Wbat ledger title should be given to the amount 
set aside, and how should the amount be set up on the balance 
sheet? 

(Ameriean ItutOuU) 
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T-124 
The balance sheet of a corporation shows the following credit 



Reserve for depreciation 

Reserve for extension of plant 

Reserve for bad and doubtful debta 

Sinking fund reserve 

Insurance reserve 

Reserve for pensions 

Reserve for contingencies 

Reserves for taxes 

What would you assume to be the nature of each of these 
items? Can better terms be substituted for any of those used? 
In what circumBtances would each of the above accounts be 
debited, and when debited what would be the corresponding 
credit? If the business were to be sold for the amount of ita 
net worth as shown by the balance sheet, which of these items 
would represent a proper addition to the capital stock in determin- 
ing the seUing price? 

n InaHluU) 



T.125 

Indicate, by appropriate journal entries, the various debits 
and credits you would make in setting up the following reserves 
for a balance sheet, explaining briefly how you would determine 
the proper amount of each reserve: 

(a) Reserve for bad and doubtful debts 

(b) Reserve for trade discounts 

(c) Reserve for cash discounts 

(d) Reserve for state, county, and city taxes accrued. 

{Amtrican InttttvU) 
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PARTNERSHIP PROBIXMS 

Group A — Admission <tf a Partner 

Problem 141 

Allan and Baker form a partnership and agree to share profits 

and losses in proportion to capital invested. Allen invests 

$20,000, and Baker, »J0,000. Crane offers to buy a on&-third 

interest in the business for $10,000. 

(a) Make necessary entry to ^ve Crane his interest and adjust 
capital accounts so that the interests of all three partners will 
be equal. 

(b) How should the $10,000 be divided between Allan and 
Baker? 

Commenti. — In this problem it is evident th&t Crane is buying an interest 
from th« old partners, and tiiat his purchaoe money is to go to them per- 
sonaily. The capital of the firm will, therefore, not be increased. He 
buys a one-third interat in the combined capital of Allan and Crane. 
The only entry necessary is to credit Crane for his interest and charge the 
old partners for enough to make the capitals equaL The cash need not 
be brought onto the partnership books at all, but is shared by the old 
partners in proportion to capital giren up. 



Problem 142 

Bums and Fox bought merchandise to the amount of $12,000. 
Bums contributed $7,500; Fox, $4,500. They afterward sold 
Wolf a one-third interest for $6,000. How much of this amount 
should Bums and Fox receive, respectively, in order to make 
Bums, Fox, and Wolf equal partners? 

[Fmn JVeiD York C. P. A. ExamituUum) 
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CommaitB. — It should be noted th&t Wolf buj/s a one-third intereet in 
asaeta amounting to S12,000 for S6,000. He, therefore, pays a bonus of 
$2,000, which in an ordinary firm would be termed Good-Will. This bonus 
represents a profit to the portnera, Bums and Fox. An entry should be 
made to credit Wolf with his interest and charge Bums and Fox with such 
an amount as wiU make the capital accounts of all partners equal. The 
profit should be divided in proper ratio. Bums and Fox is each entitled 
to his share of the profits plus the amount of investment given up by each 
in order to make the three men equal partners. 



Problem 143 

Ahem and Briggs have been conducting a shoe busineaa. 
September 1, 1921, Ahem'a capital account stands credited 
with (50,000, and Briggs' with S25,000. The firm is in need of a 
superintendent, and offers to sell a one-third interest to Carver 
for (20,000. Make the necessary entry to admit Carver. 
How will the cash be divided? 

ConunentB. — In this problem, a one-third interest in net assets shown on 
the books at t75,000 is sold for $20,000, or S5,000 leas than the book value. 
Charge the old partners' capital accounts and credit Carver's capital account 
for his proper proportion of the net assets. The difference between the value 
of Carver's share in the net assets and the amount paid by him tor his 
share is a loss to be shared by Ahern and Briggs in their profit sharing ratio. 
To find cash each receives, deduct from the value of the share of assets 
given up, the share of toes due to sale. 



Chaffee, Dean, and Eller are partners with capital balances 
as follows: Chaffee, $14,000; Dean, $20,000; Eller, $26,000. 
Heam desires to buy a one-fourth interest in the firm. The 
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partners place a value of $12,000 on the good-will which is to 
be set up on the books before Hearu is admitted. 

(a) What amount should Heam pay the old partners for his 
interest? 

(b) Make proper entries to record the good-will and to adjust 
the capital accounts so as to credit Hearn with his interest, 
the old partners to retain their relative interests. 

CommentB. — It ie evident that Heam must p&y the old partners a sum 
equal to one-fourth of the net assets plus the good-wiU. The Good-Will 
will then be charged and the old partners credited in their profit^haring 
ratio, after which each partner will be charged with his proper proportion, 
and Heom credited with enough to give him hia one-fourth interest. 



Problem 145 

Two partners. Walker and Preston, find at the end of the first 
year's business that the balance sheet shows Walker's interest 
to be worth $18,000, and Preston's, $9,000. The good-will of 
the firm b worth $3,000. Each partner draws profits in propor- 
tion to hia investment. 

The partners decide to take in another partner, and to give 
him a one-quarter interest in the new firm. What sum must 
the new partner contribute? How will the partnership accounts 
appear after the payment of the new capital? How will the 
profits be divided? 

(From California C. P. A. ExamiruUUm) 

Commenta. — The good-will of S3,000 miiat be brought onto the books 
and divided between Walker and Preston in the same ratio as profits are 
shared. If the new partner is to invest such an amount as will ^ve him a 
one-quartar interest in the business, the existing net worth must be equal 
to three-fourths of the new capital. Find the new capital, and the difFei- 
ence between that and the present capital will be the amount which the 
incoming partner must invest. 

It is to be noted that the new partner crmtribulet capitsl; and, therefore, 
the net worth of the firm will be increased to the extent of his investment 
and the good-will. 
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Problem 148 

William Smith, having been in business for himself a number 
of years, decides to take in a partner. His assets aggregate 
S18,000 and his liabilities S10,000. He makes the following 
proportion to his brother-in-law, John Gray, who has been hia 
office manager for many years; the proposal is made in writing 
as follows: 

Give me ^,000 in cash and I will make you an equal partner, 
changing the firm name to Smith & Gray, Smith to draw a 
salary <^ $75 per week and Gray, $60 per week. 

Gray accepts this offer by writing across the face of tlie 
communication, in red ink; "This suits me. I accept." A few 
days later Gray turned over to Smith $1,200 in currency and a 
check for $3,800. 

Required. — Prepare necessary entries and name the books in 
which they should be made, it being understood that the books 
of account previously kept by William Smith are to be continued 
by the partnership. 



Problem 147 

(a) Frank has $5,000 invested in a bu^ness. He sells Johns 
a one-half interest for $3,000. 

(b) Frank has $5,000 invested in a business. By investing 
$3,000, Johns is given a one-half interest in the business. 

Make proper entries under (a) and (b). 

IFrom Michigan C. P. A. Examinatumi 
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Problem 148 

At the end of the first year of a partnership, Grover has an 
interest of S18,000, and Spencer, of 19,000, each drawing profits 
in proportion to his capital. O'Malley desires to secxire a one- 
third interest in the firm. The partners are willing to admit him, 
and value their good-will at $6,000. 

In what two ways may O'Malley secure his interest? 

What will be the amount of his investment in each case? 

Set up journal entries to illustrate your answer. 



Problem 149 

A and B carried on bufiinees in partnership and divided profits 
and losses in proportion to their capital, three-fifths and two- 
fifths, respectively. ' On January 1, 1915, A'b capital was 
S52,500 and B's $35,000, as shown by a balance sheet of that 
date. They agreed to admit C as a partner from the same date 
on the following terms: 

(1) Assets and liabiUties and capital to be taken as shown in 
the balance sheet. 

(2) $12,500 to be added to the assets for good-will. 

(3) The amount of good-will to be added to A's and B's capital 
in the proportion in which they divide profits. 

(4) C to pay to the partnership such a sum as will give him a 
one-fifth interest in the business. 

Required: 

(a) State what amount of capital C has to bring in 

(b) Set out the capital account of each partner in the new 
partnership 

(c) State in what proportion the profits will be divided in 
the futiu-e, A and B, as between themselves, sharing in 
the same proportion as before. 

(From Washington C. P. A. Sxaminatum) 
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CommeatB. — The terms upon which C is admitted are stated very cleariy. 
No entry is necessary tor (1). For (2) and (3) charge Good-Will and credit 
A and B in the proportion stated. 

For (4), aa C amtribulet to the partnership such a sum aa will entitle 
him to a one-fifth interest, the net worth, after bringing on the good-will, 
represents four-fifths of the new capital Therefore, one-fifth of this 
amount will represent what C has to bring in- 

The capital accounts of the various partners should be set up in state- 
ment form showing details of adjustments and the balance at the close- 

A transfer of an interest in the capital of a firm usually carries with it a 
like share in profits. Therefore, A and B will each be obliged to relinquish 
one-fifth of his share of profits to C, A giving up one-fifth of his three-fifths, 
and B one-fifth of his two-fifths. Their share in profits will Uien remain 
in same relative proportion as before, each having given up one-fifth of 
his share. 



December 31, 1915, the fotlowing trial balance was taken 
after closing from the booka of Dudley and Sealy: 



Assets 
Cash 

Notes Receivable 

Merchandise 

EealEstat* 


S 460 000 
550 000 
75 000 
S30 000 
350 000 

»2 26.^ 000 


Accounts Payable 
Notes Payable 
Dudley, Capital 
Sealy, Capita 


S 800 000 
490 000 
625 000 
460 000 




|2 265 000 



Profits and losses are shared equally. 

On the date mentioned above an agreement is made to admit 
Willard into the partnership; he is to invest in the business 
stifficient cash to give him a one-third interest. Inspection of 
the accounting records shows that of the accounts and notes 
receivable now carried on the books, $30,000 of accounts receiv- 
able and {45,000 of notes receivable are worthless. A physical 
inventory shows the cost of goods on hand to be {890,000. 
The good-will is valued at $150,000. 

Make the entries necessary to adjust the books and to show 
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the admisBiOD of Willard. Show a trial balance taken from the 
books after these entries have been made and posted. 

CommentB.— It is necessary to make adjusting entries to write off the 
worthless accounts and notes, to write up merchandise, and to set up good- 
will. The net profit or lose resulting from these adjuatments is carried to 
the capital accounts. The adjusted capital will then represent two-thirds 
of the new capital, inasmuch as Willard's investment increases the capital. 



Allen and Brown are equal partners. 
June 30, 1921, w&a as follows: 



Their balance sheet on 



Assets 




LiabiUties 




Merchandise 


1 35 000 


Accounts Payable 


$ 60 000 




61 000 


Bank Overdiuft 


15 000 


Furniture and Fixtures 


2 fiOO 


Allen, Capital 


21 000 


Cash 


500 


Brown, Capital 


16 000 


Investments 


3 000 








$102 000 




1102 000 



Connelly is to enter the firm. Preliminary thereto, Allen and 
Brown revise their balance sheet by writing off tl5,000 for bad 
debts; 1500 from Furniture and Fixtures; 15% from inventory; 
25% for loss on investments; and they establish a good-will 
of $5,000. Connelly invests enough to entitle him to a one-third 
interest in the adjusted net assets. 

(a) What amount does Connelly invest? 

(b) Set up balance sheet of new firm. 
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Group B — Dissolution d. Partuership 
Problem 152 

Murphy and Nelson, of Laredo, Texas, engaged as equal 
partuerB in a stock-raising enterprise with a capital of 110,000, 
each contributing one-half. 

Murphy received a salary of 9200 per month. 

At the end of three years they decided to terminate the 
business, and Nelson, who handled all the money of the co- 
partnership and kept the books, reported the following receipts 
and payments: 



It«ceipU 




PaymeDts 




Murphy's Inveatment 


S G 000 


Purchases of Cattle 


«7 000 


Nelson's InTestment 


5 000 


Loans Repaid 


14 000 


Sales of Cattle 


80 359 


Murphy's Salary 


4200 


Loans 


15 000 


Interest 


1 000 






Expenses 


9 000 






Murphy's Drawings 


2 200 






Nelson's Dravinga 


I 800 



A round-up and brandii^ of the herd showed 328 head of 
live stock belonging to the partnership estimated to be worth 
$5,540. 

There remained with the bankers a balance of $16,159 and 
other assets were as follows : Horses, $800; Accounts Receivable, 
$750; Tools, etc., $100; Supplies, $150. LiabiUties were as 
follows: Due T. Ranch for branding irons, $40; Salt, $100; 
Loan at Bank, $1,000; Unpaid Wages, $260. 

Reqtilred: 

(a) Balance sheet showing financial condition of the co- 
partnership at its termination 

(b) Profit and loss statement showing results of the three 
years' operations 

(c) Detailed statement of each partner's interest to provide 
a basis for dissolution of the partnership. 

CoRunents. — This proMem presents a common type of partnership set- 
tlement, where a complete set of books has not been kept. From the data 
given, first prepare an ordinary report form of balance sheet. Note that 
while Murphy was to receive a salary of S200 per month he has drawn 
during the three years but S4,200. The balance of salary due should 



)vGoo'^lc 



CLASSIFIED PROBLEMS AND EXERCISES 369 

therefore be wt up tu a liability on the balance sheet. All other osseta 
and liabilities are clearly set forth in the problem. 

Prepare tlie profit and loss statement with as much detail as possible. 
The accounU receivable for S750 represent sales in addition to those shown 
under cash receipts. 

Cattle represent the trading goods in this problem. All other inventories 
will be shown as deductions from operating expenses to which they have 
been charged. The items, Branding Irons and Salt, are not included in 
the S9,000 expense item, and will be added thereto. These items are, 
however, included in the Tools and SuppUes inventories as shown in the 
problem. The details of partners' accounts are to be set up in statement 
form rather than in ledger form. 



Problem 153 

Thatcher and Jones are partners, Thatcher having invested 
$20,000 and Jones $9,000; profits and losses are shared equally. 
Upon liquidation, losses are suffered so that the amount available 
for distribution to the partners is only 110,000. How should 
the »10,000 be divided? 

Comments. — Upon liquidation of a partnership it is first neceasary to 
find the loss on account of liquidation of the assets and charge same to 
partners in their piofit«haring ratio. No liabilities being shown, the assets 
must equal the total net worth as shown by the partners' capital accounts. 
After charging loss on account of liquidation to capital accounts, each 
partner Is given enough cash to balance his account, which will equal the 
amount of cash on hand. 
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Problem 154 
Andrews, Ballou, and Clifton are partnera, their capital 
accounts showing Andrews, S60,000; Ballou, $20,000, and CUfton, 
945,000. Upon dissolution the assets of the concern are sold for 
*54,700. 

(a) How should the deficit be divided? 

(b) Ballou is insolvent and the claim against him is worthless. 
How should the amount available for distribution be divided? 

(c) Show the partners' accounts as they would appear aiter 
the books had been tinally closed. 

CommBnts. — (a) The same procedure sbould be followed m in Problem 
153. 

(b) The deficit in Ballou's capital account should be charged to Andrews 
and Clifton in the ratio in which they share profits in this oase, one-half each. 



Problem 155 

Willis and Lewis are partners, sharing profits and losses equally. 
The partnership is dissolved December 31, 1922, at which time 
Willis's capital investment is $10,000, and Lewis's, $2,500. 
The total liabilities of the firm are $25,000, which includes 
$5,000 due Willis on loan account, and $2,500 due Lewis on loan 
account. The assets of the firm are disposed of for $30,000 on 
May 1, 1923. Prepare accounts closii^ the partnership and 
showing the position in which the partners stand to each other. 
No allowance for interest is required. 

Comments. — Set up a balance sheet, and determine the loee due to liquida- 
tion. The distribution of the loss will leave Lewis with a deficit. Tlie 
amount due outside creditors is first paid, then the loan ol Willis. Willis 
would probably insist that sufficient cash be withheld from amount due 
Lewis (X> loan to cancel the deficit in his capital account. 

Show solution in form of skeleton journal entries. 
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Group C — Partnership LiquidatioQ by Installments 

Problem 156 

Ames, Beale, and Conley have suffered heavy loesea. They 

decide to liquidate their assets, pay oS their liabilities, and 

retire from business. Ames is given authority to close up the 

affairs of the firm, and is to pay off the partners in monthly 

installments as the assets are converted into cash. The balances 

of the capital accounts on June 30, 1921, are as follows: 

Ames S50 000 

Beale 30 000 

Conley 20 000 

Profits and losses are shared in proportion to capital. After 
paying expenses and liabilities, the following amounts are 
av^able for distribution: 

July 31, 1921 12* 000 

AuguBt 31, 1921 32 000 

September 30, 1921 30 000 

No more can be collected. 

Reqoired. — Prepare a statement showing distribution of the 
various installments and the final loss in liquidation. 

Comments. — Wben profits and losses are ehared in the same ratio aa 
capital, the distribution of assets would be handled in the same manner 
U a distribution of profita. In this problem, therefore, Ames, Beale, and 
Conley would be p&id one-half, three-tenths, and one-fifth, respectively, 
of the 124,000 available for distribution on July 31, an entry being made to 
charge their capital accounts and credit Cash. Proceed in like manner 
with the remaining installments. The balance of the capital accounto 
after payment of the third installment will represent tht Iwa which should 
be charged off, closiiig all accounts. 
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Problem 157 

D&vis, Gilman, and Heath each has a credit to his capital 
account of $60,000. They shore profits as follows: Davis, 
60%; Gilman, 30%; and Heath, 10%. The accounts show a 
trading loss of $30,000, leaving assete of $150,000. 

The psjinera decide to liquidate and pay off the partners in 
installments as the assets are converted into cash. On September 
1, 1921, they have cash to the amount of $60,000 to distribute. 

(a) How should the first mstallment of $60,000 be divided? 

(b) A second installment of $4S,000 is available November 30, 
1921. Show distribution of same. 

(c) A final installment of $36,000 is ready for distribution 
January 1, 1922. Show distribution. 

Commmti. — First divide the trading loss of $30,000 among the partneia 
in tiie profit-flharing ratio giTen above. This learee Davis with a capital 
balance of 142,000; Gilman, SSl.OOO; and Heath, S67,00a 

(a) When profits and loeaea are not shared in the same ratio as capital, 
as illustrated in this problem, at time of distribution of first installment it 
cannot be foreseen as to what the balance of the assets will reaJiie. To 
make on equitable distribution of the first installment the remaining assets 
should be treated as a potential loes to be divided in profit-Bharing latio. 
The credit balance resulting from such a loss would be the basiB for distri- 
bution of the first installment. The potential loss in this case amounts to 
190,000, the partners' shares being $54,000, $27,000, and $9,000, leepeo- 
tively. This leaves the capital accounts as follows: Davis, deficit, $12,000; 
Gilman, balance, $24,000; Heath, balance, $48,000. Davis's deficit will be 
borne by Gilman and Heath in the ratio in which they share profits as 
between themselves; namely, Gilman, three-fourths ($9,000) and Heath, one- 
fourth ($3,000). "rhe capital accounts now stand: Davis, none; Gilman, 
$15,000; and Heath, $45,000. Of the first installment, therefore, Davis 
receives nothing; Gilman, $15,0(X); and Heath, $45,000. The new capital 
balances now are: Davis, $42,000; Gilman, $36,000; Heath, $12,000. 

(b) The capital and profits still being shared on a different ratio, the 
procedure above must be repeated, $42,(XX) being treat«d as the potential 
loss which, when distributed, leaves capital balances of $16,800, $23,4(K), 
and $7,800, respectively, which will be the basis of distribution of the 
second installment. The resulting capital balances are $25,200, $12,600, 
and $4,2(X), respectively. 

(c) The capital accounts are now in agreement with profit-sharing ratio, 
and the third installment will be distributed in accordance with audi ratio 
OS illustrated in problem 156. 
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Problem 156 
Three partners coDtribute capital as foHowa: X, $90,000; 
Y, $45,000; Z, $15,000. They share profits in the proportion 
of X, 50%, Y, 30%, and Z, 20%. X'b salary is $5,000, Y'b 
salary is $3,000, Z's salary is $2,000. At the end of their 
fiscal period Z dies. The books are closed and the net assets 
ascertained to be $152,500. X and Y liquidate the firm's affairs 
and distribute the surplus assete quarterly as follows: 
Fi»t quarter $42 410 20 

Second quarter 74 622 30 

Third quarter 31 967 50 $149 000 00 

Prepare a statement of the partners' accounts, showing how 
the distribution of assets should be made together with the 
apportionment of the loss. 

(From New York C, P. A. Examinalion) 

ConaavntM. — Credit each partnei with his Boluy, which makes a total 
capital of $160,000. Ah the assets amount to only $152,500, there ie a 
loes of $7,600 to be distributed to the partners in profit-eharing ratio. 
Having done thia, proceed as in problem 1S7. 



Problem 159 
A, B and C were in partnership, A's capital being $90,000, 
B's, $50,000, and C's, $50,000. Their ^reement is to share 
profits in the following ratio: A, 60%;B, 15%;C, 25%. During 
the year C withdrew $10,000. Net losses on the business during 
the year were $15,000, and it is decided to close out the business. 
It is uncertain how much the assets will ultimately yield, although 
none of them is known to be bad. The partners therefore 
mutually agree that as the assets are liquidated, distribution 
of cash on hand shall be made monthly in such a manner to 
avoid, so far as feasible, the possibility of paying to one partner 
cash which he might later have to repay to another. Collections 
are made as follows: May, $15,000; June, $13,000; July, 
$52,000. After this no more can be collected. Show the part- 
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ners' accounts, iodicating how the cash is distributed in each 
installment, the essential feature in the distribution being to 
observe the agreement given above. 

IFrom American Irutitute Examination) 



Problem 160 

Burke, Tracy, King, and Rand enter into partnership with a 
capital of $100,000. Burke invests $40,000; Tracy, $30,000; 
King, $20,000; and Rand, $10,000. They are to share 
profits or losses in the following proportions: Burke, 35%; 
Tracy, 28%; King, 22%; and Rand, 15%. 

At the end of six months there is a loss of $8,000, and mean- 
time the partners have drawn against prospective profits as 
follows: Burke, $400; Tracy, $600; King, $600; and Rand, 
$400. They dissolve partnership and agree to distribute pro- 
ceeds of firm assets monthly as realized. 

The reaUzation and liquidation lasts four months, and the 
transactions are as follows: 

Expenses uid 





Assets 


LiabiUties 


losses on 




realiwd 


Uquidttted 


reaUsation 


Fiwt month 


S 30 190 00 


S 7 900 00 


S 400 00 


Second month 


50 300 00 


6 100 00 


750 00 


Third month 


20 010 00 


3 800 00 


340 00 


Fourth nwmth 


9 500 00 


2 200 00 


110 00 




»no 000 00 


lao 000 00 


SI 600 00 



Prepare partners' accoimts showing the amount payable 
monthly to each one. 

{Adapted from New York Examination) 

Comments. — Distribute ttie S8,000 loss to partners' accoimta in proper 
proportion. Close the drawing accounts into capital, and then proceed 
as in previous problems. The cash to be distributed each monUi is found 
by deduction. 
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A, B, and C were partnerB in a business on the following basis: 

Capital Share of 

Contributed Profita Salaiies 

A W5 000 00 50% S6 000 00 

B 22 500 00 40% 4 000 00 

C 7 500 00 10% 2 400 00 

At the end of the second year's business, A died. The part- 
ners' drawing accounts before crediting their year's salaries 
appeared with the following debit balances: A, S2,572; 
B, »1,218; C, »1,710. 

The net assets of the business after finally closing the books 
were found to be $74,780. B and C hquidate the afTurs of 
the partnership. Three distributions of the proceeds of liqui- 
dation were made aa follows: $25,000; (35,000; 911,780. 

Required. — You are asked to prepare a tabulation showing the 
share of each of the distributions to each of the partners. 

(From Witamtin C. P. A. Examinatum) 



Problen 162 

A, B, C, and D have decided to dissolve partnership. To 

that end, they have liquidated all their liabilities, and at the 

date of the firat division of cash among the partners the conditions 

are as follows: 

PartBcra 



Cash available for distribution 

Other aaaets not yet reaUzed (of doubtful value) 







Profit and 


Capital 


Loans 


Lobs ratio 


«22 000 


» 7 000 


40% 


19 000 


6 000 


30% 


12 000 


14 000 


20% 


7 000 


13 000 


10% 


$60 000 


S40 000 


100% 


alue) 




t 20 000 

80 000 

SIOOOOO 
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State which partners should participate in the distribution 
of the S20,000; how much cash each should receive; whether the 
payments should be applied against the capital accounts or 
the loan accounts. Explain the procedure of determining the 
distribution. Assume that none of the partners has any private 
property. 

{From Anuriean Intlitvtt ExamiTutiion) 
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Group D — ^MisceUoneouB Partnership Problems 

Problem 163 

A investe SSO.OOO, B, $25,000, and C, (10,000, as the capital 

of the firm of A, B, and C. The partnership agreement provides 

that they shall share profits and losses equally. At the end of a 

business term the balance sheet shows as follows: 



Aaaeta 




LiabilitiM 




Cash 


S SOO 


Notes Payable 


S 10 000 




58 000 


Accounts Payable 


75 000 


Merchandise Inventory 


£6 000 


Partner's Capital, A 


55 000 


Manufacturing Plant 


41 000 


Partner's Capital, B 


27 500 


Various Stocks and 




Partner's Capital, C 


6 000 


Bonds at Market Priow 


17 000 








$172 500 




SI72 600 



The business is sold out, the assets realizing $140,000 gross. 
The expenses of the sale, includii^ commissions, were $5,000. 
Show final accounts of the partners, 

{From New York C. P. A. Examination) 

Comments. — The balance sheet in this problem does not necessarily 
represent the oondition of the firm at the end of the first fiscal period, but 
rather at the end of some subsequent period. Assuming that A has made 
no withdrawals, his account at the date of balance sheet contains S5,000 
profit. The investment figures may, therefore, be ignored in solving the 
problem. Using the baUnce sheet figures as a basis, the usual process of 
liquidation will be followed as illustrated in previous problems. 

The term "assets realising 1 140,000 gross" may be assumed to mean that 
tiie expenses have not been deducted from receipts from sale of assets. 

You ore required to set up journal entries outlining the process of liqui- 
dation, and prepare a statement of the partners' accounts, showing distri- 
bution of loss on reolication and cash. 
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A and B, on winding up their partnership, found their assets 
realized as follows: 

Book Value Reali(ed 

F&ctory PremiBes $10 000 S3 000 

Machinery 7 600 2 500 

MerchandiM £ 500 4 500 

Acoounto Receivable 9 500 6 600 

Their unpaid liabilities were SI0,500. A's capital stood at 
(15,000, and B'e capital at $7,000. In respect to profits and 
losses, they were equal partners. 

Divide the proceeds of the realization between them after 
paying o£F the liabilities, and debit them as having been paid 
the proportion to which each was entitled, and show what amount 
would be payable (if any) by either partner to the other to settle 
the accounts. 

(FTom lUinoit C. P. A. Exammatum) 

Commanta. — First set up a trial balauce of the itema at the book value 
to be sure that the accouat« are in balance. 

An account known aa Realisation and Liquidation may be opened. 
This will first be debited with all the aaaeta ia be realised at the book value, 
and credited with liabilitiEe to be Uquidated. It will then be charged 
with liabiUties liquidated and credited with amet« reaUied at the actual 
figure realized, the contra entry in each case being Cash. The balance of 
the RealiKation and liquidation account will then represent the amount of 
lose on liquidation which will be charged U) the partners in proper propor- 
tion, and the caah on hand distributed is the usual mannei. 



Problem 16S 

According to the terms of the partnership agreement, profits 
and losses are to be shared as follows: Austin, one-half; and 
Beebe and Charlton, one-fourth each. Interest is to be chained 
on drawings at 6% and credited on capital at 5% per annum. 

The capital accounts of the firm for the year ending September 
31, 1921, are as follows: 
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Aurtin Beebe Charlfam 

Balance, September 30, 1920 S25 468 S16 24£ $6 SS2 

Additional Investment, June 30, 1921 4 OOP 

Balance, September 30, 1921 t25 468 tl6 248 >10 852 

The drawing accounts of the partDers for the year show the 
following reeulta: 

Aufltin Beebe Cbarltwt 

April 16, 1921 tl 500 S600 

July 8, 1921 1 000 »360 

Balance, September 30, 1921 12 500 >500 8350 

You are asked to compute the interest on the partners ' capital 
and drawings for the year, and make journal entries for the 
same, after which you will distribute the final net profit of the 
firm by means of a journal entry. The net profit, exclusive of 
intflreat, is $12,500. 

Ctmiments. — la computing interest in this problem, find the time by 
compound subtraction. For instance, the time from April 15 to Septem- 
ber 30 would be five months and fifteen days. Use common interest. 
Allow interest on capital for time invested, and charge interest on dniwiop 
from date of withdrawal to the end of the year. 



Problem 166 
A, B, and C were partners carrying on business with a capital 
December 31, 1900, of $60,000, of which A'a share was $30,000; 
B's, $20,000; and C's, $10,000; each partner was entitled to 5% 
interest on his capital; profits or losses to be shared as follows: 
A, 7/12; B, 1/4, and C, 1/6. The partners agree, July 1, 1901, 
to dissolve. After all partnership assets had been realized and 
all debts paid, except $500 legal expenses, there remained a 
balance in bank of $48,750. Final settlement takes place Decem- 
ber 31, 1901. Cash in bank bears interest at 2% from October 1, 
1901. Show a statement for settlement and partners' capital 
accounts as of December 31, 1901. 

(from New Yorlc C. P. A. Examinatwn) 
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Comments. — Find losa on rooUEatioQ by deducting balance in bank from 
total capital plus outst&nding liabilities. While the agreement to disaolve 
the partnerahip woe made on July I, the capital draws inf«reflt until Deceiii' 
ber 31, aa the capital waa tied up until that date. Figure interest on bank 
balance by ordinary method, and for exact days. Assume that the legal 
expenses are not paid until date of final aettlement, December 31, 1901. 
In addition to the statement of partner's capital accounts called for in the 
problem, set up journal entries covering adjustments necessary to record 
the interest and effect a final distribution of caah. 



Problem 167 

A, B, and C engage in business, A contributing (10,000 and 
B $5,000, while C, in lieu of any capital contribution, ^rees to 
undertake the active num^ement at a salary of 13,000 per yeex, 
to be paid montlily. 

After allowing 5% interest on capital, they are to divide tiie 
net result in the proportions of 5, 3, and 2, respectively. 

At the end of eighteen months they ascertain the position to 
be unfavorable and decide to wind up. The assets realize 
$12,500; there are no liabilities except for capital and interest 
thereon and one month's salary due C. 

Make up the partners' accounts, showing the amount to be 
received by each. 

(A-om MamaehutetU C. P. A. Bxamirutlum) 



Problem IM 

A and B form a partnership, A investing $30,000 and B, 
$50,000. They agree to share expenses and profits and losses 
equally. They further agree to and do leave their original in- 
vestments intact. At the end of the first year the profits from the 
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operations of the business amount to {30,000, against which A 
has drawn in twelve equal monthly installments on the last day 
of each month an aggregate amount of $9,000; B has drawn 
against his profits on the last day of each quarter the sum of 
$2,500. 

Prepare journal entries adjusting interest at 5% per ftnniini 
between the partners in respect to both their investment and 
drawing accounts, and render statements showing the amoimt 
each partner has in the business at the end of the year. 

■ (From Maataehutetit C. P. A. Examination) 

Commsnts. — Attention ia called to the fact that dmringa of S750 per 
month during the year on the last day of each month is equivalent to an 
interest charge on 1750 for Hixty-six monthe at 6%. In like manner, draw- 
ingB of S2,500 on last day of each quarter ia equivalent to an interest oharge 
on $2,500 for eighteen months at 5%. 



Problem 169 

A and B, partners, finding themselves in want of further 
capital in their business, and both being possessed of real prop- 
erty, A deposited deeds with the bankers of the firm as security 
for a loan of $2,000 to the firm. B arranged on some of his 
own property a mortgage for $1,500 witli a private friend and 
paid the proceeds into the firm's bank account. The bankers 
were eventually obliged to realize the security held by them which 
produced, after payment of all expenses, the sum of $2,850. 

Prepare entries recording these transactions in the finn's books. 
(From Matsachweitt C. P. A. Examination) 

Comments. — Note that A merely deposite peisona] collateral to secure a 
firm loan, while B raises money on hia private property and advances same 
to the firm in the nature of a loan. When security is realised by the bank, 
it amounta to a transfer of the firm's obligation to the bank to A. 
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Group E — ^PartnershipB — Theoiy Quwtioiu 

T-1Z6 

On buying an interest in a bueinees, what entries should be 
made in the books of the business — 

(a) When a direct sale is made of an interest, the money not 
to be used in the business? 

(b) When the money paid for the interest in the business is 
to be used in the business? 

iMidagan C. P. A.) 



T-127 

(a) If the partners' capital accounts show capital investmeats 
to be unequal, profits being shared equally, which partner loees, 
with no allowance for interest on capital? 

(b) If the capital investments of the partners are equal and 
profits are shared unequally, which partner loees if interest is not 
allowed on capital invested? 

(c) Under what conditions would neither partner lose if 
interest were not figured on investments? 



T.128 

Fiake and Miller share profits equally. Interest is to be 
allowed on capital at the rate of 5% per annum. Fiske invests 
$20,000 and Brown (25,000. During the fiscal year ended 
September 30, 1922, the firm suEFere a loss of 12,000. What 
entries should be made under these circumstances? 



T-129 

Is there any difference in the rights of firm creditors as com- 
pared with those of the creditors of the separate partners? 
Kxplain. 

(C. P. A.) 
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T-130 

(a) Is a survivii^ partner entitled to compensation for winding 
up the affairs of the firm? 

(b) In absence of agreement may a partner claim compensation 
for managing the office of the firm? 



T-131 

On dissolution, through death, of a partnership, is the sur- 
viving partner, in the absence of an express agreement, entitled 
to continue the business, or must he account for tiie good-will 
of the business to the representatives of the deceaaed? 

(C. P. A.) 



T-132 

(a) A's Current, Loan, and Salary accounts all show credit 
balances. How would these items appear on the balance sheet? 

(b) Under what conditions would you recommend that a 
Salary account be kept with a partner? 



T.133 

A finn having decided to liquidate and close out its affairs, 
has converted all its assets into cash and has paid its outside 
creditors. There are loans to the firm by partners in addition 
to their capital investment. Assuming that profits are shared 
in a different ratio from capital, and there is insufficient cash to 
pay capital in full, how should the assets be distributed? 
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nera' accounts, indicating how the cash ia distributed in each 
installment, the essential feature in the distribution being to 
observe the agreement given above. 

{From Am«rUan Imtitide Examijtatian) 



Problem !60 

Burke, Tracy, King, and Rand enter into partnership with a 
capital of tlOO,000. Burke invests «40,000; Tracjr, $30,000; 
King, 920,000; and Rand, tlO,000. They are to share 
profits or losses in the following proportions: Burice, 35%; 
Tracy, 28%; King, 22%; and Rand, 15%. 

At the end of six months there is a loss of $8,000, and mean- 
time the partners have drawn against prospective profits as 
follows: Burke, $400; Tracy, $600; King, $600; and Rand, 
$400. They dissolve partnership and agree to distribute pro- 
ceeds of firm assets monthly as realized. 

The reaUzation and liquidation lasts four months, and the 
transactions are as fdlows: 





Assets 


Liabilities 


losses on 




realiwd 


liquidated 


reallBfttion 


PiiBt month 


S 30 190 00 


» 7 900 00 


» 400 00 


Second month 


fioaoo 00 


6 100 00 


750 00 


Third month 


20 010 00 


3 800 00 


340 00 


Fourth month 


9 500 00 


2 200 00 


no 00 




$110 000 00 


»20 000 00 


SI 600 00 



Prepare partners' accounts showing the amount payable 
monthly to each one. 

{Adapted from New York BxanaTuOion) 

Commenta. — Distribute the S8,000 loss to partners' accounts in proper 
proportion. Close the drawing accounts into capital, and then proceed 
as in previous problems. The cash to be distributed each month ia found 
by deduction. 
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A, B, and C were partners in a business on the following basis: 

Capital Share of 

Contributed Profits Salariee 

A S4S 000 00 50% S6 000 00 

B 22 500 00 40% 4 000 00 

C 7 500 00 10% 2 400 00 

At the end of the second year's business, A died. The part- 
ners' drawing accounta before crediting their year's salaries 
appeared with the following debit balances: A, S2,572; 
B, $1,218; C, $1,710. 

The net aaaeis of the business after finaUy closing the books 
were found to be $74,780. B and C liquidate the affairs of 
the partnership. Three distributions of the proceeds of liqui- 
dation were made as follows: $25,000; $35,000; $11,780. 

Required. — You are asked to prepare a tabulation showing the 
share (tf each of the distributions to each of the partners. 

(From Witamnn C. P. A. Examination) 



Problem 162 

A, B, C, and D have decided to dissolve partnership. To 

that end, they have liquidated all their liabilities, and at the 

date of the first division of cash among the partners the conditions 

are aa follows: 

Partnera 



Cash available for distributioa 

Other assets not yet realized (of doubtful value) 







Profit and 


Capital 


Loans 


Loss ratio 


$22 000 


$ 7 000 


40% 


16 000 


6 000 


30% 


12 000 


14 000 


20% 


7 000 


13 000 


10% 


160 000 


S40 000 


100% 


alue) 




1 20 000 

80 000 

S100 000 
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State which partners should participate in the diatribution 
of the S20,000; how much cash each should receive; whether the 
payments should be applied against the capital accounts or 
the loan accoimtB. Explain the procedure of detennining the 
distribution. Assume that none of the partners has any private 
property. 

(From American IntlitvU Examivatumi 



)vGpO'^lc 



CLASSIFIED PROBLEMS AND EXERCISES 367 

CHtnip D — ^Miscelkneoua Partnership Problems 

Problem 163 

A invests (50,000, B, $25,000, and C, 110,000, as the capital 

of the firm of A, B, and C. The partnership agreement provides 

that they shall share profits and loeses equally. At the end of a 

business term the balance sheet shows as follows: 



Auets 




LiabilitiBB 




Cash 


$ ROO 


Notea Payable 


S 10 000 


Accounts Receivable 


68 000 


Account* Payable 


75 000 




M 000 


Partner's Capital, A 


56 000 




41 000 


Partner's Capital, B 


27 600 


Various Stocks and 




Partner's Capital, C 


6 000 


Bonds at Moi^et Friow 


17 000 








»172 600 




S172 500 



The business is sold out, the assets realizing $140,000 gross. 
The expenses of the sale, including commissions, were $5,000. 
Show final accounts of the partners. 

(From tfw) York C. P. A. ExaminaUmt) 

CotamMXtt. — The balance sheet in this problem doea not necessarily 
represent the oondiUon of the firm at the end of the first fiscal period, but 
rather at the end of some subsequent period. Asauming that A hae made 
no withdrawals, his account at the dat« of balance sheet contains S5,000 
profit. The investment figures may, therefore, be ignored in solving the 
problem. Using the balance sheet figures as & basis, the usual process of 
liquidation will be followed as illustrated in previous problems. 

The term "assets realiting $140,000 gross" may be assumed to mean tiiat 
the expenses have not been deducted from receipts from sale of assets. 

You are required to set up journal entries outlining the process of liqui- 
dation, and prepare a statement of the partners' accounts, showing distri- 
bution of loss on realisation and cash. 
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Problem 164 
A and B, on winding up their partnership, found their assets 
realized as follows: 

Book Value ReafiMd 

Factory FremiaM 1 10 000 S3 000 

MacluDery 7 500 2 500 

Merchandise fi 500 4 500 

Accoimte Beoeivable 9 500 6 5O0 

Their unpaid liabilitiea were $10,500. A's capital stood at 
$15,000, and B's capital at $7,000. In respect to profits and 
loBaea, they were equal partners. 

Divide the proceeds of the realization between them after 
paying off the liabilities, and debit them as having been paid 
the proportion to which each was entitled, and show what amount 
would be payable (if any) by either partner to the other to settle 
the accounts. 

{From lUinoU C. P. A. Examination) 

CommentB.— First set up a trial balance of the items at the book value 
to be Bure that the accounts are in balance. 

An account known aa Realisation and Liquidation may be opened. 
This will fint be debited with all the assets to be realiied at the book value, 
and credited with liabilities ta be Uquidated. It will then be eharged 
with Uabilities liquidated and credited with assets realised at the actual 
figure realiied, the contra entry in each case being Cash. The balance of 
the Realicatioii aod Liquidation account will then represent the amount of 
loss on liquidation which will be charged to the partners in proper propor- 
tion, and the cash on hand distributed iu the usual manner. 



Problem 165 

According to the terms of the partnership agreement, profits 
and losses are to be shared bb follows: Austin, one-half; and 
Beebe and Charlton, one-fourth each. Interest is to be charged 
on drawings at 6% and credited on capital at 5% per annum. 

The capital accounts of the firm for the year ending September 
31, 1921, are as follows: 
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Auatin Beebe Chariton 

Balance, September 30, 1920 S25 468 1 16 245 S 6 8fi2 

Additional Inveatment, June 30, 1921 4 000 

Balance, September 30, 1921 >26 468 »ia 245 >]0 852 

The drawing accounts of the partners for the year show the 
following results: 

Austin Beebe Chariton 
April 16, 192] SI 500 $500 

July 8, 1921 1 000 , »350 

Balance, September 30, 1921 <2 500 ^500 »350 

You are asked to compute the interest on the partners' capital 
and drawings for the jrear, and make journal entries for the 
same, after which you will distribute the final net profit of the 
firm by means of a journal entry. The net profit, exclusive of 
interest, is $12,500. 

Comments. — In computing interest in this problem, find the time by 
compound subtracUon. For instBiice, the time from April 16 to Septem- 
ber 30 would be five montlia and fifteen daye. Use common interest. 
Allow interest on capital for time invested, and charge interest on drawings 
from date of withdrawal to the end of the year. 



Problem 160 

A, B, and C were partners carrying on business with a capital 
December 31, 1900, of S60,000, of which A's share was $30,000; 
B's, $20,000; and C'e, $10,000; each partner was entitled to 5% 
interest on his capital; profits or losses to be shared as follows: 
A, 7/12; B, 1/4, and C, 1/6. The partners agree, July 1, 1901, 
to dissolve. After all partnership assets had been realized and 
all debts paid, except $500 legal expenses, there remained a 
balance in bank of $48,750. Final settlement takes place Decem- 
ber 31, 1901. Cash in bank bears interest at 2% from October 1, 
1901. Show a statement for settlement and partners' capital 
accounts as of December 31, 1901. 

(From New York C. P. A. Examinatuin) 
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Commcati. — Find low on reoliiation by deducting balance in bank ftom 
total capital plus outstanding liabilitiea. While the H^reement to dissolve 
the partnenhip was nude on July 1, the capital draws interest until Decem- 
ber 31, as the capital was tied up until that date. Figure interest on bank 
balance by ordinary method, and for exact days. Assume that the legal 
expenses are not paid until date of final settlement, December 31, 1001. 
In addition to the statement of partner's capital acoounts called for in the 
problem, set up journal entries covering adjustments necesaary to record 
the interest and effect a final distribution of cash. 



Problem 107 

A, B, and C engage in business, A contributing $10,000 and 
B S5,000, while C, in lieu of any capital contribution, agrees to 
undertake the active management at a salary of $3,000 per year, 
to be paid monthly. 

After allowing 5% interest on capital, they are to divide the 
net result in the proportions of 5, 3, and 2, respectively. 

At the end of eighteen months they ascertain the position to 
be unfavorable and decide to wind up. The assets realize 
$12,500; there are no liabilities except for capital and interest 
thereon and one month's salary due C. 

Make up the partners' accounts, showing the amount to be 
received by each. 

(From MauaehuttUi C. P. A. Examination) 



Problem 168 
A and B form a partnership, A investing $30,000 and B, 
$50,000. They agree to share expenses and profits and losses 
equally. They further agree to and do leave their original in- 
vestments intact. At the end of the first year the profits from the 
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operations of the buBineee amount to $30,000, f^ainst which A 
has drawn in twelve equal monthly inBtallments on the last day 
of each month an a^^egate amount of $9,000; B has drawn 
against his profits on the last day of each quarter the sum of 
$2,500. 

Prepare journal entries adjusting interest at 5% per anninn 
between the partners in respect to both their investment and 
drawing accounts, and render statements showing the amount 
each partner has in the business at the end of the year. 

{From MauachutetU C. P. A. ExarnxnaHoti) 

Commeate. — ^Attention is called to the fact that draningB of S7S0 per 
month during the year on the last day of each month is equivalent to an 
interMt charge on 1750 for aixty-Bii montha at 5%. In like manner, draw- 
ings of t2,500 on last day of each quarter is equivalent to an interest charge 
on S2,500 for eighteen months at £%. 



Problem 169 

A and B, partners, finding themselves in want of further 
capital in their business, and both beibg possessed of real prop- 
erty, A deposited deeds with the bankers of the fijm as security 
for a loan of $2,000 to the firm. B arranged on some of his 
own property a mortgage for $1,500 with a private friend and 
p^d the proceeds into the firm's bank account. The bankers 
were eventually obliged to reaJize the security held by them which 
produced, after payment of all expenses, the sum of $2,850. 

Prepare entries recording these transactions in the finn's books. 
{From Magsadtiuetta C. P. A. Examination) 

Commftnts. — Note that A merely deposits personal collateral to secure a 
firm loan, while B raiaee money on his private property and advances same 
to the firm in the nature of a loan. When security is realized by the bank, 
it amounts to a transfer of the firm's obligation to the bank to A. 
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Ocoajf B — ^E^rtnerahips — Theory Questions 
T-126 

On buying an interest in a buainess, what entries should be 
made in the books of the business — 

(a) When a direct sale ia made of an interest, the money not 
to be used in the business? 

(b) When the money paid for the interest in the business is 
to be used in the business? 

IMicMgan C. P. A.) 



T-m 

(a) If the partners ' capital accounts show capital investments 
to be unequal, profits being shared equally, which partner loses, 
with no allowance for interest on capital? 

(b) If the capital investments of the partners are equal and 
profits are shared unequally, which partner loses if interest is not 
allowed on capital invested? 

(c) Under what conditions would neither partner lose if 
interest were not figured on iDvestments? 



T-128 

Fiske and Miller share profits equally. Interest is to be 
allowed on capital at the rate of 5% per annum. Fiske invests 
S20,000 and Brown $25,000. During the fiscal year ended 
September 30, 1922, the firm suffers a loss of $2,000. What 
entries should be made under these circumstances? 



T-I29 

Is there any difference in the rights of firm creditors as com- 
pared with those of the creditors of the separate partners? 
Explain. 

(C. P. A.) 
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T-130 

(a) Is a surviving partner entitled to compensation for winding 
up the affairs of the firm? 

(b) In absence of agreement may a partner claim compensation 
for manning the office of the firm? 



T-131 

On dissolution, through death, of a partnership, is the sur- 
viving partner, in the absence of an express agreement, entitled 
to continue the business, or must he account for the good-will 
of the business to the representatives of the deceased? 

(C. P. A.) 



T-132 

(a) A'e Current, Loan, and Salary accounts all show credit 
balances. How would these items appear on the balance sheet? 

(b) Under what conditions would you recommend that a 
Salary account be kept with a partner? 



T-133 

A firm having decided to liquidate and close out its afffurs, 
has converted all its assets into cash and has paid ite outside 
creditors. There are loans to the firm by partners in addition 
to their capital investment. Assuming that profits are shared 
in a different ratio from capital, and there is insufficient cash to 
pay capital in full, how should the assets be distributed? 



)vGoO'^lc 



374 ACCOVNTINQ PROBLEMS: INTERMEDIATE 

T-I34 

A partnership is dissolved as at January 1, both partners 
being in debt to the firm. Subsequently the assets are sold at 
less than the book value, and the liabilities are partly liquidated. 
The partners pay their indebtness as of January 1. How 
must the liquidating loss be adjusted as between the partners? 
Why? 

iKadvcky C. P. A.) 



T-135 

In an equal partnership nith three partners, one was unable 
to meet his share of the investment with cash and gave his note 
drawing interest for part. When he paid the interest, the book- 
keeper credited each of the other partners for one-half of the 
same. He objected and the matter is referred to you at the 
time of audit. He claims that it should have been credited to 
the Interest and Discount account and thus have been divided 
between alt three. Write your decisioa and reasons therefore. 
(JtficAvon C. P. A.) 
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CONSIGNMENTS, BRANCHES AND SELLING AGENCIES 
Group A — Consigiimeiits and Joint Ventures 

Problem 170 

A ships to B on consignment, under date of April 4, merchan- 
dise to the value of $1,500, paying $15 cartage and $€ insurance. 

B receives the consignment April 20, paying freight, $70, and 
cartage, $12. He subsequently disposes of the merchandise 
by sales as follows: April 30, $400; May 30, $800; June 30, 
$600, on which latter he pays storage charges, $30. He charges 
commisBions on sales 5%, credite net interest at6%, and transmits 
account sales with remittance of net proceeds to A, who receives 
them July 10. 

Required. — Prepare Consigned Goods account as appearing on 
A's ledger and Cons^nmente In account as appearing on B's 
ledger. 

Commeata. — This problem calls for Consigned Goods aooount only on the 
books of consignor. The detailed accounto with charges and sales of con- 
signed goods may, therefore, be omitted. Charge Ckmsigned Goods account 
with cost of goods consigned and all charges prepaid, and credit this account 
with proceeds of account sales rendered by consignee. This is the simplest 
method of handling consignments accounts on consignor's books. The 
objection to this method is that details of the transftction are not spread 
upon the books, and appear only in the account sales which is placed on 
file. 

On the oontdgnee's books, the account ConsigDments In is cha^^ with 
expenses of handling the goods, such as storage, insurance, freight, etc., 
and with commisMon charged and with any advances. This account is 
credited with sales of consigned goods and with interest allowed. The 
balance represents the net proceeds of consignment due the consignor. 
This amount should be remitted in cash or by note, or transfened to credit 
of consignor's personal account. 
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Problem 171 

Dou^asa & Ck>mpany, of Cleveland, on September I, 1021, 
shipped to Lloyd Brothers, Boston, od a 5% commission bans, 
goods to the value of (8,500, and prepaid freight amomiting to 
$400. The goods were received by Lloyd Brothers on September 
20. They were found to be damaged in transit to the extent 
of $1,500, certificate of which is duly forwarded to the cons^or 
by the consignee. October 1, Douglass & Company draw at 
sight on Lloyd Brothers on account of the Bhipment to the 
amount of ^,500. The draft is paid by the consignee upon 
presentation. October 10, an account is rendered for sales to 
date amounting to $5,000 and a check remitted for proceeds. 
The btUance of sales amount to $7,000. The charges exclusive 
of commission amount to $700. A final account is rendered 
November I. Interest is not considered. 

Required. — Entries in journal form covering the above trans- 
actions on the books of the consignor so as to show details of 
transactions and the profit on the consignment. 

Commenta. — In addition to the account with Consigned Goods, accounts 
will be set up with Commission, Charges, Sales of Consigned Goods, Con- 
sigDoes, etc. To show profit od the consignment, the vaiious charges, 
commission, and cost of goods will be closed into the Sales account. 



Problem 172 

Sharp 4 Watson, Boston, received merchandise from Lane 
& Son, Philadelphia, for sale on their account and risk. The 
consignees paid freight, $73.50; cooperage, $17. They accepted 
draft of consignor on account for $1,000. An allowance for 
damaged goods returned was made by consignee, $72. A short- 
age on sales was adjusted for $8.75. Totd sales, $2,625. Con- 
signees render an account: insurance, 3/4%; storage, $26; com- 
mission, 5%; net proceeds placed to credit of consignor. 
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Required. — Entries in journal fonn covering the above trana- 
actions as they would appear on the books of the consignee. 

Comment*. — Id addition to CoD«gnments In account, set up accounts 
fot the Tarious charges. 



Problem 173 

June 1. — Shipped the Bronx Comimssion Company, New 
York, to be sold on consignment, goods costing $1,500. 

Jime 2. — Paid Armstrong Transfer Company $68.75 for 
drayage and loading the goods on the car. 

June 10. — The consignee accepted a 10-day draft for $1,000 
on account of cons^nment. Paid $2 for telegram on account 
of draft 

June 15. — The consignee remite check for $500 on account of 
shipment. 

June 20. — Conagoee transfers to us note received in part 
payment of goods sold amounting to $125. 

June 30. — Consignee renders an account sales and remits 
check for $426.50 for balance due after deducting 5% commission. 

Required: 

(a) Entries in journal form covering the above data on the 
books of the consignor. Use memorandum accounts 
with consignee and do not show separately profit or 
loss from consignments 

(b) Account sales as rendered by cons^ee. 

Comments. — Set up memorandum accounts with Coiuugnee and Con- 
signed Goods for cost of goods shipped. Do not take this amount from 
Inventory or Purchases account. Open an account for Charges, Commis- 
sion, etc., as indicated in previous problems. Credit consignee for ad- 
vances. When account sales is received, record sales and charges, credit- 
ing consignee for latter and charging for former. Adjust the ntemoiandum 
accounts and close them out. The result will be to show details of charges 
and soles while coat of the sales and profit on consignment is not shown 
sepamtely. 
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Problem 174 

Jan. 1. — Received from Merville A Company, Cleveland, 
10,000 basketa of grapes invoiced at 15fi per basket, to be sold 
on consignment. 

Jan. 2.— Paid Boston <fe Albany Railroad $227.50 freight on 
consignment. 

Jan. 3.— Sold 5,000 baskets grapes at 20fi. 

Jan. 5. — Sold on account 2,000 baskets grapes at 22)i. 

Jan. 10. — Paid consignor's sight draft for S500. 

Jan. 12. — Sold balance of consignment at 18 )i per basket. 

Jan. 15. — Rendered an account to consignor: storage, 3/4^ per 
basket; drayage, If! per basket; insurance, $15; commiBsioD, 
5%; net proceeds placed to credit of consignor. 

Required: 

(a) Ekitries in journal form to record above data on the 
books of consignee. Use memorandum accounto to 
record receipt of goods at invoice price 

(b) Account sales rendered to consignor. 

Comment!. — Charge Consigaed Gooda and credit consignor for invoioe 
vtdue of goods received. Set up the usueJ accounts with ChargM, Com- 
miseions, etc. When goods are all disposed of and account aaks is ren- 
dered to consignor, adjust and dose out the memorandum accounts. Hie 
consignor's personal account is then credited with balance due as shown 
bjr account sales. 



Problem 175 

Tiro merehfuits, C. F. Munton and W. A. Spencer, agree to 
share equally in a joint adventure in trade to the West Indies. 

On March lat, 1917, they charter a small vessel and purehaae 
and ship materials which cost them $197, for which Munton 
gives his cheek. 

This cargo they consign to John Smith, their ^ent at Havana, 
which he disposes of, and in return ships on board the same vessel 
4,000 cases of Commodity A, and 100 cases of Commodity B; 
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and he draws on Munton at sight for $125, this being the 
funount of the agent's chaises and disbursements over and above 
the net proceeds of the cai^o consigned to him. Munton accepts 
and pays the bill. On April 1st the vessel arrives, whereupon 
Munton pays sundry charges of S337.50. Spencer pays the 
frei^t, amotmting to $493. On April 4th Munton sella 
1,000 cases of Commodity A to Henry Chamberlain for $239.58, 
and collects $150 and on April 10th Spencer collects the rest. 

About this time, Mr. Spencer happens to have occasion for 
1,400 cases of Commodity A, which he takes on April 14th, 
and with Munton's consent values it at $291.66. He also takea 
10 cases of Commodity B, valued at $47.50. Munton sells the 
other 1,600 cases of Commodity A on April 20th to John Walters 
for $383.33, and a month after accepts $382.50 in full payment. 

Mr. Munton next sells on April 25th the other 90 cases of 
Commodity B in barter for 30 cases of Commodity C, which 
be and Spencer divide equally between them. 

The goods being thus disposed of, Munton presents his bill 
of charges, which comes to $22.66, and desires to have accounts 
stated between Mr. Spencer and him. 

Required. — Set up the ledger accounts of the joint adventure, 
recording the foregoing transactions under the following accoimts: 
Joint Adventure, C. F, Munton, W. A. Spencer, Henry Chamber- 
lain, John Walters. 

{From lUinoia C. P. A. Examination) 

Commeata. — Charge the Joint Adventure account vith all costs and 
expenses in connection with the venture and credit aame with all returns.. 
The balance of the accoiut will then represent the profit or loaa from the 
venture. The firat entry, therefore, from the above data is as follows: 

SI97 00 

1197 00 
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A. B. & Co. agree with C. D. & Co. that the latter shall ship 
on consignment to Honolulu on joint account 20 cases of Com- 
modity X, the invoice price of which is S2,100, lees 2H per 
cent. A. B. & Co. pay the packing charges, S25; also freight, 
insurance and other charges, $90, and they draw on their cor- 
respondents in Honolulu in advance for $1,600 at 90 days, which 
is discounted at a cost (^ $20, and the proceeds handed to C. D. A 
Co. as part payment These transactions may be dated March 
1st, 1909. On the 30th of November, 1909, A. B. 4 Co. receive 
the account sales and net proceeds, $418, and they then pay 
C. D. & Co. the balance due to them. 

Required. — Prepare a Joint Consignment Account charging in- 
terest on the amount lying out at 5 per cent per annum for 
eight months, clodng it by dividing the loss; also an account 
to be rendered by A. B. A Co. to C. D, A Co. closed by payment 
of the balance, and prove that the losses borne by each are equaL 
{From lUiiurit C. P. A. Examinatiort) 
CommeatB. — Open accounts with Joint Coneignment, A. B. & Com- 
pany, and C. D. ft Company, md proceed ae in the previous problem. 

"Charging interest on the Amount lying out" ia conBtmed to mean that 
each company ia to be credited, and the Joint Consignment account charged 
with interest for eight months at 5% on the balance to the credit of each 
company after eat«ring transactions as of March 1, IBOO. 

After charging A. B. ft Company and crediting the Joint Consignment 
for the net proceeds, S418, the balance of the Joint account represents th« 
loss which is to be divided equally between A B. ft Company and C. D. 
ft Company. 



Problem 177 

For the purpose of making a joint speculation A contributes 
$3,000, B, $2,000, and C, $1,000, and they agree to share the 
profits or losses in proportion to the amounts contributed. 
October 15, 1900, A deposited the $6,000 with his broker, ^ving 
instructions to buy 300 shares New York Central and 300 shares 
Chicago, Burlington, & Quincy. The order was executed 
October 16, 1900, N. Y. C. at 130H and C. B. A Q. at 127. 
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April 10, 1901, under instructionfi from A, N. Y. C. was sold 
at 15lX and C. B. A Q. at 191>^, a check being received from 
the broker to close the account. How much does A owe B and C 
for their interests in the deal, calculating interest at 6% (365 
days to the year), commission at H%, and revenue tax of |2 
for each 100 shares? 

Required. — Bet up ledger account with Brokers and prepare 
statement showing final settlement between A, B, and C. 

(Prom Ntv) York C. P. A. Examinaliim) 
Commenti. — Chfirge Broker account with marpn, sales of stock, and 
intercBt on marpn. Credit thia account with purchases of stock, com- 
miariona, tax, and interest on purchase price of stock plus oommission. 
The balance repreBents amovint due A, which aft«r deducting the margin is 
the profit to be divided among A, B, and C. 



Problem 178 

A, B, and C agree to purchase and sell cofTee for their joint 
account. They purehase 3,000 bags of coffee for S58,500 
and one month thereafter sell the same at 16fi per pound (say 
130 pounds to the bag.) The warehouse charges, labor, cartage, 
weighing, broker^e, etc., amount to $600. 

A contributes cash S30 000 00 

B contributes note at 4 months SIO 000 00 

Discount on same at 6% ? 7 

C contributes, cash $18 ^00 00 

C contributes note at 3 months $2 500 00 

Discount on same at 6% , T ? ? 

%BiQJ82m 

It was arranged that each should contribute equally to the 
requisite purchase money, in default of which, interest at 6% per 
annum for the month covering the transaction was to be cal- 
culated between them, to equalize their respective contributions. 

Required. — Prepare an account of the venture; also separate 
accounts of A,B,and C, showing the share of each in the final 
net proceeds. 

(Prom C. F. A. Examination) 
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Comments. — In solving this problem a Joint Cash account as well u ■ 
Joint Merchandise account should be used, and in addition accounta will 
be kept with A, B, and C. Debit Cash and credit each contributor for 
his ca^ contribution (assuming that the not«e were discounted at the 
bank). Handle the Joint MerchandiM account in the usual manner, 
fthaHp 'n g lor oostB (at which time Cash 'a credited) and crediting for returns 
(at which time Cash ia debited). The profit on the venture is then credited 
to the contributors. Int«re8t on the contiibutiona is adjusted through the 
personal accounts only, after which each is given the balance of his account 
in oash, which cloaes all accounts. 



Problem 179 

Drew & Company and Land St Company ^ip merchandise to 
South America on joint account. Land & Company gave 
Drew &, Company S],2(N) in cash and their acceptances at 
aix months for S3,000. Drew &. Company were to provide 
balance of cash required, to manage the venture and to receive 
a commission of 2% on amount of invoice for merchandise. 
The profits are to be divided equally. 

Drew & Company paid Smith & Brown for merchandise 
S5,000 and discounted Land & Company's acceptances for 
$3,000 at 2% discount. Drew &. Company prepaid freight 
$420, insurance, $60. In due time Drew & Company received 
from South America an account Bales for merchandise and a 
draft for the net proceeds, payable in London for $3,200, out of 
which Drew & Company paid $3,000 to retire bills for that 
amount. 

Later Drew & Company received a draft for $3,100, being 
balance of proceeds of sale of merchandise. The joint account 
with Land & Company was closed and a check for the balance 
due them was paid to Land & Company. 

Required. — Prepare a statement showing details of the joint 
account, also a statement of Land & Company's account. 

(From Kentucky C. P. A. Examination) 
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Group B — Consigimieiits and Joint Ventures — ^Theoiy Qnestions 

T-136 

Differentiate between Consignments, Adventures, and Joint 
Accounts. How should Consignments Received to be realized 
for and on behalf of another, be best treated? How should the 
managing partner of a joint venture treat the same tn his books? 
Dlustrate. 

(MvJiiipm C. P. A.) 



T-137 

(a) How should a trading company, acting also as agent for 
an individual trader, show on its balance sheet the unsold con- 
signed goods of the principal? 

(b) How shoidd the principal show the goods on his own 
balance sheet? 

{American Inatitutti 



T-13S 

State two ways of treating consignments inward, when goods 
are to be sold subject to commission, at the price at which they 
are consigned. Give the arguments for and against each method 
and your views thereon. 

(Nm York C. P. A.) 



T-138 

In auditing the accounts of an engineering corporation you 
find a number of engines have been shipped to dealers on con- 
signment, against which the dealers have made deposits of 75 
per cent of the invoice price. The engines were invoiced out 
to the dealera at the regular contract prices, being carried in 
Accounts Receivable, the deposits referred to being credited 
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to the same accounts. In drawing up the balance sheet, how 
would you consider these items should be stated, and upon what 
basis of valuation? 

{MauaAut^tt C. P. A.) 



T-140 

The amoont of outatandiug accounto rec^vable by & selling 
house for account of a consignor, whose account is unguanuiteed, 
is $762,000; the selling house has advanced thereon, to the 
consignor, $80,000. The consignor shows, in bis balance sheet: 
"Outstanding Accounts Receivable, $682,000," as embradag 
the above. State (a) your opinion of the propriety thereof, 
and if you would treat the items differently, (b) how and (c) why. 
(Mtutachuaelli C. P. A.) 
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Group C. — Branch HooBes and SeDiiig AgendM 
Problem 180 

The trial balance of Ashley and Bttzer, Boston Branch, on 
September 30, 1921, was as follows: 
Aocounta Receivable $ S 000 

Cash in Bank 2 000 

EspeuMs 3 800 

PuTohaaes 27 200 

Sales S34 000 

Home Office * 000 

»38 OOP $38 000 
Gooda on hand, $2,00a 
Required: 

(a) Necessary journal entries to close the nominal accounts 
on the branch booka 

(b) Entries in the home office to make the books agree. 
CommmU. — (a) Close ledger of branch in the usual manner, the net 

profit being credited to Home Office account. 

(b) Charge Branch Office account sad credit Branch Profit and Loos for 
profit as shown by branch books. 



Problem 181 

A branch office business was started the first of the year, the 
head office advancing $5,000 cash. During the first year 
merchandise was shipped to Branch, invoiced at $75,000. 

An auditor checking up the busness at the close of the year 
finds the following: 

Merchandise sales were $60,000, with selling price of goods 
20% advance on invoice. 

Proper vouchers were on file duly receipted for following pay- 
ments: 

Rebstea and allovanoes on damaged goods S 1 500 00 

Salaries and other expenses 4 500 00 

Freights 2 500 00 
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The books also ahowed: 

$35 000 00 
15 000 00 

and the balance of the sales having been realized in cash, less 
rebates and allowances as noted. 

The cash on hand and inventory of unsold goods, together 
with the foregoing records, properly account for everything. 

Required. — Prepare statements such as an auditor would make 
in reporting to the head office, balancing the business of the 
branch house. 

(from lOinoit C. P. A. BxamauOuM) 

CotnmMiU. — Prepare profit and Ion atatement for the bnmcb, setting 
it up in, the ciietomar^ form. All the data for this statement ia given 
in the problem exe^t the amount of the inventory of goods on hand at 
the close of the period, which is found by deduction. 

The balance sheet items Cash and Accounts Receivable will also be 
found by deduction from information furnished in problem. The balance 
sheet will be quite simple, the total of the assets representing the balance 
of the Main Office account on the branch books. 



Problem 182 

Harold J. Smith & Co. place you in chaise of a branch stors 
with goods valued at $2,150 and cash $75. You are to receive 
a salary of (40 per month, and 10% of the gross profits. During 
the year you pay store expenses of $210. The goods shipped 
from main store during the year amoimted to $21,000, and your 
sales are $24,000. At the end of the year your hooka showed 
accoimts receivable $400, and merchandise on hand, $2,000. It 
is decided to close the branch at the end of the year, and Smith 
takes over the accounts receivable and merchandise at book 
value. 
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Required: 

(a) Branch profit and loss statement for the year 

(b) Cash account showing balance due Smith & Co. at the 
end of the year 

(c) An abstract of the ledger account with Smith A Com- 
pany. 

Commftnta. — In preparing the Gash account, aemime that Bakuy for a 
year haa been paid and that ealea were conv«ted into cash with the excep- 
tion of the accounts receivable, S400. 



The condition of the Atlantic Co. at the close of business, 
December 31, 1919, is reported by them as follows: 



Real Estate < 150 000 00 

Machmery 200 000 00 

Caah 24 500 40 

Accounts Receivable 320 800 SO 

Merchandise 875 480 70 

11 070 781 60 



Capital Stock $ 600 000 00 

Mortgage on Real Estate 100 000 00 

Accounts Payable 67 000 00 

Notes Payable 100 000 00 

Surplus 200 000 00 

Profit and Loss 103 781 60 

»1 070 781 60 

The Company has a branch to which it sells its goods at 20% 
over inventory prices and carries this account together with 
other branch assets as a receivable. 

The statement of the branch on same date was: 
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Fixturaa $ « 205 70 

Gaah 1 107 55 

Accounts Receivable 12 478 14 

Mercluuidiae at Price Billed to Branch 5 241 95 

»25 033 43 
LiabJliUea 

Atlaatio Company >25 033 43 

Required: 

(a) What was the inventory value of the branch mer- 
chandise? 

(b) Prepare a corrected balance sheet of the Athintic 
Company set up in proper form. 

{From JfautKAuwa* C. P. A. fxamfmiKon.) 

Commentt. — The merchandiae at branch is carried at 120% of cort. 
This must be reduced to cost and added to merchandise at main office. 

The Accounts Receivable item on the main office balance sheet includes 
the value of Main Office account as shown on branch books, $25,033.43. 
Deduct this amount and distribute the branch aaBets to the proper accounts. 



A manufacturing concern having a branch in another town 
presents the following trial balances on January 1, 1912: 



Plant 


»12S 600 


Capital Stock 


$250 000 






Notes Payable 


30 000 


(inventory Jan. 1, 




Accounts Payable 


42 630 


1911) 


68 300 


Net Sales 


480 300 


Purchases 


24S 800 


Profit and Loss (Jan. 




Labor 


163 400 


1911) 


31 820 


General Expense 


24 900 






Insurance — (1 yr. to 








Jan. 1, 1912) 


3 400 
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Accounts Receivable 








(worth 95%) 


S84 600 






Cash 


i 870 






Dividends Paid 


20 000 






Branch 


93 980 








SS34 750 




S834 7S0 












Branch 




Plant 


S 36 200 


NetS«les 


S 97 620 






Main Office 


93 980 


(inventory Jan. 1, 








1911} 


16 600 






PuTch»ea 


62 460 






Labor 


40 610 






Insurance — (1 yr, to 








Apr. 1, 1912) 


1 260 






Genera] Expense 


7 820 






AcoountB Receivable 








(worth 100%) 


24 600 






Cash 


3 160 








SIdl 600 




»19]600 



Inventories of material and supplies on January 1, 1012, were: 
Main office, t45,3(X); branch, $28,400. 

No inventories of finished goods, as same were sold on contract 
for daily shipments, and ese all billed up on closing. 

In closing on January 1, 1911, the branch charged off all 
insurance. 

Gener^ Expense includes salaries, office expense, taxes, etc. 

Selling Expense has been deducted from the sales. 

Required. — Construct one profit and loss statement and closing 
balance sheet for the entire concern, omitting estimate for 
depreciation. 

(From Mastadiutelit C.P.A. Extxirnnation) 

ConunanU. — Prepare consolidated trial balance, eliminating the Branch 
and Main Office accounts, and adjusting Insurance and Accounts Receiv- 
able. Dividends Paid should be eliminated a^inst Profit and Loss, Jan- 
uary 1, 1911. 
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Problem 18S 
The Gordon Manufacturing Compuiy opened a branch store 
on Jt]ly 1, 1920, in Boston, and installed X as manager. From 
that date to June 30, 1921, the following transactions took place. 

(1) Merchandise to the value of $12,380.75 was shipped during 
the year direct from the warehouse of the miun office. 

(2) Freight charges on the above shipments were prepaid by 
the main office to the amount of $1,091.30. 

(3) Uncollected customers' accounts at June 30, 1921, 
amounted to $4,210.25. 

(4) Salaries and other expenses unpaid, June 30, 1921, 
amoimted to $602.10. 

(5) Merchandise to the value of $8,520.60 was bought by and 
paid for direct by the branch. 

(6) llie total soles of all kinds during the year ended June 
30, 1921, amounted to $35,118.75. 

(7) Branch expenses paid (including salaries of salesmen and . 
office clerks, rent, light, advertising, etc., but exclusive of the 
unpud items above referred to), $7,268.50. 

(8) Charge of $725 rendered by the mun office in respect to 
the proportion of management salaries and expenses chargeable 
to the branch office. 

(9) Inventory of materials on hand June 30, 1921, $1,210.25. 
A separate set of books was kept at the branch. 

Required: 

(a) The necessary entries to record the foregoing transac- 
tions on both the branch and main office books 
(b)' The necessary closing journal entries for branch books 

(c) The necessary entries to take up the profit or loss on 
the nuun office books 

(d) The necessary statements to show the profits or losses 
from trading 

(e) A summary of the transactions between the branch and 
the main office as shown by the Branch account on the 
books of the main office. 
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Problem 186 

A Boston concern ia about to open a branch selling office in 
Detroit. Full stock of goods will be carried in this office, the 
goods to be billed to the Detroit branch at selling price, freight 
on shipments to Detroit beii^ paid by the Boston office. All 
sales made by the Detroit office are billed from Detroit, a copy 
of the bill beii^ sent to the Boston office. 

Once a month a smnmary of sales billed is also submitted to 
the Boston office for checking purposes. AH bills are payable at 
the Boston office. 

All the expenses of the branch are paid from the main office 
with the exception of petty expenses, for which a Petty Cash 
Fmid is provided. 

If any sales are made by the Boston branch outside of a given 
territory, commission must be allowed to the dealer in whose 
territory such sales are made. 

Submit a list of the accounts which you would open on the 
books of the main office to show a proper accounting for the 
business done at the branch. 

Define the functions of such accounts and state what special 
books, if any, you would recommend for taking care of the 
bunnesfi. 



Problem 1S7 

The Marion Wholesale Provision Company has a number of 
retail branches which are supplied with goods from the wholesale 
store, but they keep their own sales ledgers, receive cash against 
ledger accounts, and pay in the whole of their cash every day to 
head office. They send out their own statements of account 
monthly. All wages and branch expenses are drawn by check 
from head office on the imprest system. 

The following particulars are supplied by the branches: 
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Six monthj' wiee to June 30 


1920 


S13 600 


S13 000 


111 500 


Returns from cuatomera 




100 


120 


80 


Allowanced to euatomerB 




2S 


20 


30 


Cash received oa ledger accountB 


11 900 


12 000 


10 000 


Cash sales 




7 100 


6 260 


6 600 


Stock at commencement 




2 700 


2 400 


2 500 


Stock at end 




3 100 


2 900 


2 400 


Debtors, January 1, 1920 




6 250 


6 000 


6 600 


Debtora, June 30, 1920 




7660 


6 810 


6 890 


Bad debts 




76 


60 




Goods received from wholesale, leas returas 


10 600 


10 300 


10 000 


Rent and taxes paid 




400 


350 


376 






1 900 


1 780 


1 750 



Required: 

(a) Compile each bnmch ledger account in the bead 
office books 

(b) Prepare a profit and lose statement by bntnches and 
in total. 



Problem 1S8 
A commiflfflOD house, composed of three partners, is skiing 
l^ent for smidry consignors whose accounts are unguaranteed. 
The rate of commission is 3% of the net sales. The fiscal terms 
end Jtme 30 and December 31. The partners' capital accounts 
are to be credited with interest at 6% per annum and with the 
net earnings which are to be apportioned as follows: 

J. Doe, 60%; R. Roe, 30%; J. Smith, $10%. No interest b 
to be computed on J. Doe's drawing account; that account is to 
be credited with 1% of the net sales. Following is the trial 
balance, December 31, 1920: 

Cash S 16 SOO Sundry Crediton « 100 

Advances to Sundry Sundry Consigaors' Sales 

Consignors, Account Accounts 236 000 

of Sales 105 700 J. Doe, Capital Aoct 

Accounts Receivable, for (June 30, 1920) 100 000 

Account of Sundry R. Roe, Ci^Htal AocL 

Consignors 235 600 (June 30, 1920) 9 000 
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J. Doe, Drawing Acct. 


«S SOO 


J. Smith, Capital Acct. 




Salaries 


3 400 


(June 30, 1920} 


S4 000 


Rents 


700 




18 000 


Traveling 


eoo 


Interest Received from 




Teaming 


200 


Coneignora, on Ad- 






800 


vances Account of 
Sales (to Dec 31, 








1920) 


2900 




S369 600 




S369 600 



The net salea, during the ax montha, were 1600,000. 
Required: 

(a) Profit aud loss statement for the six months ended 
December 31, 1920, showing gross profit, operating 
expenses, interest credited to partners, and distribution 
of net earnings 

(b) Balance aheet, December 31, 1920. Show details <rf 
capital accounts. 

{From AfoaaocAuMtf* C. P. A. Examination) 

Comments. — The commission house in this case may sell on credit, but 
as such accounts are not guaranteed, the oommiBsion house is not liable 
t« the consignors for sales on credit until the accounts have been paid; 
consequently, the net proceeds of such salea are not remitted to the con- 
signors unto all accounts have been collected. On the other hand, the 
net proceeds of oasli sales are remitted at once. Credit is taken for the 
commission on charge sales, being deducted from cash solea or from the 
first payment made on account of charge sales, the net proceeds being !»- 
mitlad to the consignor. 

Net soles for the period ended December 31, 1910, amount to $600,00a 
An item of "Accounts Receivable for Account of Sundry Consignors S235,600" 
appears in the trial balance. Cash has therefore been received for sales 
to the amount of $364,400, from which the commissions on the sales for 
the entire period have been deducted, the proceeds, $346,400, having been 
remitted in cash. This results in the consignors' accounts receivable 
being exactly offset by an account with Sundry Consignors Sales, repre- 
senting the liabihty of the commission house to the consignors on un- 
collected accounts. 

The Advances to Sundry Consignors, (105,700, are cash advances to 
consignors whose goods have been sold on account, interest being charged 
the consignor on such advances. When collections are made, the advances 
will of course be deducted and the balance remitted to the consignor. 

Prepare the profit and loss statement in the usual form as far as possible. 
Start with income oonsiBting of commission and interest; deduct operating 
dtpenses; and from the results secured, deduct interest on partners' capital 
and Doe's commission of 1% on sales. This will give net income, which 
■hould be divided in the agreed ratio. 
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Problem 189 
A SaD Francisco corporation biiildB a plant and establishes a 
branch in Glasgow, Scotland. At the expiration of its fiscal 
period a trial balance is forwarded to the San Francisco o£Qoe, 
as follows : 

£250 000 
187 600 

Expenses 25 000 
Inventory (end of fiscal period) 60 000 
Remittance Account 150 000 
Caah 12 500 
Accounts Payable £ 87 SOO 

Income from Sales 250 000 

San Praocisoo Office 337 BOO 



£675 OOP £675 000 

A trial balance of the San Francisco books at the same date 
was as follows: 

Capit&l Stock S2 600 000 00 

Patenta SI 600 000 00 

Glasgow Account 1 6W 250 00 

Remittance Account 729 281 25 

Expenses at San Fruicisco 25 000 00 

Cash 04 031 25 ^ 

>3 229 281 25 »3 229 281 25 

The Remittance Account is composed of four sixty (60) day 
drafts on Glasgow for £37,500 each, which were sold in San 
Francisco at $4.85><, (4.86, $4.S6>^ and $4.86^ respectively. 

Required. — Prepare a balance sheet of the San Francisco books 
after closing, and a statement of assets and liabilities of the 
Glasgow branch reconciled with the San Francisco books. Close 
the books at rate of exchange on last day of fiscal period, $4.87>^ 
(conversion of remittance to be made at the average rate of 
the four bills). 

(From New York C. P. A. ExamiruUion) 
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Group D — Blanch Houses — Theory Questions 
T.141 

What results are Bought to be secured in the keeping of ac- 
counts with branch houses? Under what circumstances would 
jrou debit or credit such accounts? What would the balance of 
any such account show? 

(C. P. A.) 



T-142 

On June 30, 1921, the home office of the Boston Textile Com- 
pany mailed $5,000 to its Cleveland branch and telegraphed the 
Cleveland office to that effect. How will the Cleveland branch 
handle this item on their books so that its account with the 
home office will be in agreement with the home office account 
as of July 1, 1921? 



T-H3 

Should a manufacturing concern invoice its goods sent to a 
branch bouse (1) at selling price, or (2) at the prevailing whole- 
sale price of the same or similar goods obtainable in open market, 
or (3) at cost? State the reasons fully. 

{American iTulituie) 



T-144 

A corporation, having several branch offices, maintuns a gen- 
er^ ledger account with each branch and charges, at selling 
value, all goods sent to the branches for stock. When preparing 
the balance sheet at the closing period, the balances due from 
the branch offices are included with the accounts receivable. If 
you see any objections to this method, state them and explain 
how you would deal with the accounts. 

(Ohio C. P. A.) 
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T-145 

A manufacturing concern having aeveral branch offices for the 
sale of its product ia in the habit of billing the branches at a 
wholesale price and expects each branch to show a pro0t. A 
balance sheet is prepared in which the current accounts with 
the branches (after closing out their profits and losses into head 
office) are carried as accounts rec^vable. These branches carry 
a considerable stock of merchandise and have their own accounts 
receivable and poeeibiy some outstanding accounts payable. 
How would the above balance sheet have to be modified in 
order to show correctly the financial condition of the business? 
(Am 
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GrODp A. — Win Loss and Insoiance Adjustments 
Problem 190 

A fire in a manufactunng concern resulted in a loss on machin- 
ery, $5,000; merchandise, $10,000; office equipment, $3,000; 
which amount of $1S,000 was ^reed on and paid by the insur- 
ance companies. 

Required. — Give the journal entries necessary to record prop- 
erly the above transactions on the books of the concern. 

"(from New York C. P. A. ExaminatUm) 

CommMitB. — A I^^ Loos AtljuBtment account ohould be used. Charge 
this account with all losses on account of the fire, at which time the proper 
asset account should be credited. Credit Fire Loss Adjustment with anj 
salvage values and amount received from the inaunmce companiea. 



Problem 191 

The books of a concern recently burned out contiuned evidence 
of purchases, including inventory, of $200,000, and sales of 
$40,800 since the last closing. Upon investigation, however, the 
auditor ascertained that a sale of merchandise had been made 
just prior to the fire, and not recorded in the books, at an advance 
of two-fifths over cost, less a 10% cash discount, on which the 
profit was $31,928. The past history of the business indi- 
cated an average gross profit of 50% on coat of goods sold. 
• 401 
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Required: 

(a) What amount should be claimed as fire loss? 

(b) What rate of gmaa profit do the transactions finally 
yield? 

{From Ameriean tntiUule Examinalion) 



Problem 192 

On April 1, 1921, the garage occupied by the Acme Grocery 
Company was totally destroyed by fire, together with its entire 
contents, iQcludlng trucks and other equipment of the above 
company. 

The following aecoimts are found on the books of the company 
at the time of the fire: Delivery Equipment, $8,000; Reserve 
for Depreciation of Delivery E^quipment, $1,600; Unexpired 
Insurance on Delivery Equipment, $240. 

Depreciation has been credited at the rate of 10% per annum 
up to January 1, 1921. The insurance is paid in advance until 
December 31, 1921. The Insurance Company settled for the 
book value of the equipment. 

Required. — Necessary journal entries with complete particulars 
to record the above and adjust all accounts affected. 

CommanU. — Set up a Fire Lose AdjuBtment account as in the preceding 
problem. The v&rioua adjuatmentB nill be made in the following order: 

(1) Provide for depreciation from the beginning of the fiscal period to 
the date of the fire. 

(2) Close the reserve account into the asset account. 

(3) Cloae the book value of the asset account into the Fire Loss account. 

(4) Write off the unexpired insurance, charging the proportion to time of 
fire to Elspense, and the balance to Fire Loss. 

(6) Assuming that cash is received from the Insurance Company in 
settlement of the claim, credit the same to Fire Loss Adjustment account. 
(6) Close the Fire Loss account into Surplus. 
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Problem 193 

A company has several delivery trucks charged to Truck 
account at cost, ag^nst which it has set up depreciation at the 
end of each year by a credit to a separate Reserve for Deprecia- 
tion of Trucks, debiting the amount to Profit and Loss account. 

A truck was purchased January l,1918,for $4,000. Deprecia- 
tion has been provided at 20% per annum. On December 31, 
1919, the truck is wrecked by collision. $1,000 is obtained from 
the insurance company, and $250 from salvage. 

Required. — Entries necessary to adjust the ledger accounts. 
(Anwncan Iiutitvh) 



Problem 194 

Od the evening of September 30, 1921, a fire broke out in the 
plant of the Zanesville Manufacturing Company and partially 
destroyed the power plant and equipment, the loss on the power 
plant building amounting to $30,000, and the equipment to 
$50,000. The power house was insured in the amount of $40,000, 
and the equipment, $100,000. The policies containing the 80% 
coinsurance clause were taken out on April 1, 1921, for a term 
of three years, the premium amounting to $1,850. On April 1, 
1921, the value of the power house and equipment as shown 
on the balance sheet was as follows: 

Power House BuildinE (coat) I 80 000 

Leaa— Reserva for Depreciation 18 000 $ 62 OOO 

Power House Equipment (cost) »225 000 

Loss— Reserve for Depreciation 77 500 $1*7 600 

Depreciation has been figured at the rate of 5% per annum on 
the power house building, and 10% on the equipment. 

A settlement was effected with the insurance company on the 
above basis. 
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Requited. — Journal entries DecesBary to record all of the ad- 
justments on account of the fire. 

Commntti. — All of the principleB illiutrated in thi« problem bam been 
iUiwtittted in previous problem! with the exoeption of the 80% coinmnmoe 
clause. Where the policy cont&ins this clause the insursnce company will 
be liable only for that proportion of the loea that the face of the policy bean 
to 80% of the value of the property at the time of the fire (book value here). 
For instance, in the case of tha Power House Building, it will be necessary 
to first find the book value of the property. The depreciation for the six 
months from April 1 to September 30, the date of the fire, at 5% amounts to 
S2,000, which added to the reserve already set up makes that amount 
$20,000, which deducted from the cost, (80,000, leaves the book value 
SeO,000. 80% of this book value amounts to t48,000. The face of the 
policy being only $40,000, the insurance company will only be liable for 
40,000/48,000 or 6/6 of the loss. S/6 of $30,000 lose amounts to $26,00a 
The loBB on Power House Ekjuipmeot will be figured in a aimilar manner. 

The journal entries to adjust the accounts will be made as in previous 
problems. 



Problem 195 
The Graham Mercantile Company have a fire. It is ascei^ 
tained that at the time of the fire their merchandise inventory 
was $10,000, on which they Bustained a loss of $5,000. Their 
merchandise was insured for $7,000, subject to a coinsurance 
clause of 80%. What should the insurance company oEFer them 
in settlement of this loss? 

lArkanaat C. P. A.) 
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Problem 196 
It is now becoming quite common practice for corporations to 
insure the lives of their principal officers, so that upon their 
deaths the corporations may be in a measure reimbursed for the 
loss to the business. You are asked to indicate what sort of 
entries would be made by the company, from time to time, if 
it paid the insurance premiums on a policy of insurance for 
$50,000 carried on the life of its president under the four 
classes of insurance policies indicated below : 

10 year renewable term policy 
20 payment life policy 
Straight life policy 
20 year endowment policy 
Also indicate what entries should be made in the books for 
the receipt of the $50,000 principal of the different classes of 
policies, supposing the president of the company died during 
the fifth year of the insured term. 

{American ItutUute) 



ProUein 197 

The A. J. Schissler Company suffered a fire on June 25, 1921, 

resulting in the loss of its building, furniture, and the greater 

part of its stock. A trial balance taken on June 30, 1321, before 

any adjustments are made, shows the following: 

THE A. J. SCHISSLER COMPANY 



Trial Balance — June 3 



Cash 

Notea B«c«iTable 

Accounts Receivable 

Merchandise 

Consignment 1 

Consignment 2 

Conugnment 3 (cost) 



11 320 21 




1 317 72 




2 559 94 




3 342 80 




302 60 S 


336 87 


618 00 


484 50 


1 95fi 00 
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Real Estate 
Furniture and Fixtures 
General Expense 
Merchandiee Discount 
Discount 
Interest 
Notes Faj'able 
Accounts Payable 
Capital Stock 
Surplus 

The furniture is a total loss. The damaged stock was sold 
for $1,500. A cash settlement is made with the insurance com- 
panies for $8,000; $3,000 on stock and $5,000 on building. 

In preparing the financial statements, you find that the books 
contain a general Merchandise account, an analysis of which 
shows the following charges and credits: 
Merchandise debits 



$7 125 00 




207 flO 




640 62 




133 77 


1217 21 


32 n 


81 77 


2 0* 


25 24 




2 742 27 




4 686 37 




20 000 00 




792 98 


|2» 367 21 


$29 367 21 



Inventory, January 1, 1921 

Purchases 

Frei^t and Cartage In 

Merchandise credits 
Sales— regular 

Insurance settlement 


1 3 372 56 

14 152 30 

377 32 

»0 050 46 
1 fiOO 00 
3 000 00 



The cost of goods damaged and destroyed by the fire is esti- 
mated at $8,020.38. The cost of goods consigned to commiBsion 
merchants — chained to Consignments in the above trial bal< 
ance — amounting to $2,776.10, is not included in the purchases 
for June. These goods were shipped in May. 

The Real Estate account shows a debit of $12,125, represent- 
ing the original cost, and a credit of $5,000, representing the 
insurance settlement. The building lot is appraised at $6,000. 
Required: 

(a) Make the necessary adjusting entries, including the 
entry necessary to close the Merchandise account and 
open the detail accounts: Inventory, Purchases, Sales, 
Freight and Cartage In, and Fire Loss 

(b) Statement showing fire loss 

(c) Profit and loss statement showing the profit on sales to 
time of fire, followed by final net loss 
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(d) Balance sheet in usual form 

(e) Necessary entries to close all the accounts. 

CoauBtntB. — Set up s Fire Lobs account to which all Idbsm on account of 
fire will be tranaCerred, and to which will be credited the amount received 
from the inatirance company. 

The credits to the consignment accounts represent the proceeds of the 
account salee. Consignments 1 and 2 wiU therefore be closed into Profit 
and Lobs account. Consignment 3 will be carried as an asset in the balance 
sheet, as it represents the cost of goods consigned and in the hands of 
commisaion merchants. 



Problem 198 

A firm manufacturing but one grade of cloaks, inaured against 
burglary, claims to have been robbed on the night of September 
10. 

The proof of the leas filed by the assured contained two items 
for 600 cloaks, $12,000; silk, 1,000 yards, Sl.SOO. 

An inventory of the stock on hand, consisting of cloaks, cloth 
and silk, had been taken January 1, amounting to $118,500, the 
particulars of which have been lost or destroyed. 

An analysis tA the firm's books produced the following infor- 
mation: 

Purchase of cloth, 37,S00 yards at tl. 

Purchases of silk, 10,000 yards at 12. 

6,000 cloaks were manufactured, consuming cloth, 40,000 yards at SI. 
Bilk, 10,000 yards at S2. 

9,000 cloaks were sold between Jan. 1 and Sept. 10. 
Cost of sales, per cloak, for material %\0 00 

Cost of sales, per cloak, for labor and sundries 7 00 

117 00 

Inventory, September 11 — 2,500 cloaks at $17; 12,S00 yards 
cloth at $1; 5,000 yards silk at $2. 

Reqtiired. — Prepare a statement proving or disproving the 
claim. 

(.From New York C. P. A. Examinalioti) 
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Problem 199 
The ofBce of a linn of traders doing business in San Francieco 
was destroyed by an earthquake. The books of account, which 
had been fully poeted, were badly damaged. The fdlowing 
ledger accounts were found to be legible: 

PurchaseH, net, 169,000; Diacounta Loet, 1640; Dbcounta Gained, 13,450; 
Sftles, 954,000; Bills Receivable, S33,000. Inquiry at the b&nk discioeed 
a balance on deposit, 1129,000. Bills receivable amountinK to S45,000 had 
been discounted at the bank. Ad audit of the checks paid by bank showed 
that 199,000 had been paid creditors (including S60,000 notes payable). A 
balance sheet prepared at the last dosing of the boobs was produced, con- 
taining the following it«nis: 

Cash, «60,000; Accounts Receivable, 1126,000; Loans Recdvable, $24,000; 
Real Estate, $90,000; Motes Receivable, $78,000; Capital, $318,000; Notes 
Payable, $aO,000. 

Required.-^A trial balance supplying the missing accounts. 
{From New York C. P. A. Examtnalum) 
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Group B — Suspense Items and Adjustments 
Problem 200 

Id taking off a trial balance a bookkeeper finds that his debit 
footing exceeds the credit by $131.56, which amount he carries 
to a Suspense Account. Later he discovers that a purchase 
amounting to S417.50 had been debited to a creditor as S192.94; 
that $312.50 for depreciation of machinery had not been posted 
to Depreciation account ; that $500 withdrawn by the proprietor 
had been charged to Wages account; that a discount allowed to 
a customer of $76.13 had been posted to the wrong side of Mer- 
chandise Discount account; and that the total of sales returned 
was footed $5 short. 

Required. — Give entries showing how you would remedy these 
errors, and starting with the original difference prepare a supple- 
mentary schedule showing whether the books are now in balance. 
(Prom lUinoia C. P. A. ExaminaHtm) 

Cotaments. — Mcike adjusting entries to correct all errors, cbarsing or 
crediting Suspense account for those items not affecting other accounts. 
For instance, in the first it«m, in order to correct the creditor's aecount it 
will be necessary to credit same witJi $610.44, the entry being; 



e Account $610 44 

Accounts Payable 1610 44 

After making entries, set up a Suspense Ledger account with a credit of 

$131.56. To this will be added the credits to Suspense and from it will be 

deducted the debits. The result will determine whether or not the books 

uein balance. 



Problem 201 

July 1. — X Company arranges with Broker B to discount 
accounts receivable amounting to $24,000, consisting of fifty 
accounts, on a 20% margin, commission 5% gross. 

Aug, 1.- — A Company, whose account amounts to $500, fails, 
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and the broker returna the account to X Company, who gives 
proper credit for the same. At the same time, the broker 
reports collection of ten accounts aggregating $4,000. 

Sept. 1. — Broker B reports the remainder of the accounts col- 
lected and remits balance of collections. 

Required. — Set up entries covering the above transactions. 

CommcntB. — "Hiu problem illustratM the practiee of diMotrnting ac- 
counts receivable soinetimefl indulged in by firms in financial difficulty. 
At the time the accounts are discounted a contingent liability aeooimt 
colled "CustomeTB Accounts Discounted" should be credited. As the 
customers accounts are paid the contingent liability account is charged 
snd the customs credited. 



Problem 202 

Brown has a customers' ledger, a purchase ledger, and a gen- 
eral ledger, the latter containing controlling accounts with the 
other two. When his bookkeeper submitted to him trial bal- 
ances of the three he observed that White owed him SlOO, sub- 
ject to a cash discount of 2H%, and an allowance for outward 
freight of $1.68, neither of which items has been entered in the 
books; and that he owed White $100, subject to a discount of 
4%, which had not been entered. He directed the bookkeeper 
to adjust the accoimts by a remittance of stamps. 

Required. — Draft entry or entries that will close the two 
personal accounts and maintain the reconcilement of the ledgers. 
{From MoMoehuteUa C. P. A. Examination) 
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Problem 203 
When auditing the books of a company which are - not in 
balance the following errors are discovered : 

1. A check drawn for $110 is entered in the cash book as a 
collection of $100 and posted to the debit of the creditor's 
account as $110. 

2. A customer's credit memo of $25 is included as a sale and 
posted to the credit of the customer's account as $20. 

3. The debit side of the cash book is underfooted tlOO, and a 
check drawn for $100 in payment of a creditor's account is not 
entered in the cash book. 

4. Discounts received of $250 are posted as discounts allowed. 

5. Capital stock to the par value of $5,000 was issued and 
charged to the president. $2,500 of this stock was sold by him 
at par and the proceeds credited to the Capital Stock account. 
The balance of the issue, $2,500, was later canceled, the Capital 
Stock account charged and the president's account credited 
with that amount. 

Required. — Prepare journal entries for accounts in the general 
ledger and subsidiary ledgers which are controlled by accounts 
in the general ledger, to correct the foregoing errors. 

(From Kantat and Aftssoun C. P. A. Examinaiiont) 

CommmtB. — The mstructions are very clear as to what adjuetments to 
moke. Set up the journal entries for the adjuBtments with complete par- 
ticuUra as to why the entry is mode. The propriety of making some of 
these ftdjustmenta might well be commented upon in solving the problem. 
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Problem 204 

THE LAND8DALE MONOTILE COMPANY 





1818 




A-?^ 








ludandBuUdlDM »500 000 






Optui stock 1 


1 aooooo 




S 


S80 000 


Not.Pvbl. 


SEOOOO 








AceoimU P^rabl. 


158 000 






130 000 


iDtoiwt A«m»l 




D. a. ViBtoy Bond* 




100 000 


IV*U. 


a 000 






136 000 




S14 000 


Cub 




S8 000 
















Lw-RwTTe tot Doubtful Ao- 










ODunU 12 H» 




137 000 










100 ODD 






Answd Intwwt Rnilnbla 




1 100 







Tou] t\ lasQQO Total II laa ooo 

The accruals at the time of cloaing were: 

Interest on notes payable, 13,000; depreciation of building, $20,000; 
interest on notes leceivable, S2,000; depreciation of machinery and equip- 
ment, S30,000; interest on Victory bonds, $2,500; proTiaion for doubtful 
secounts, $12,600. The other nominal accounts cloaed out were', aalea, 
$326,000; administrative expense, $50,000; cost of goods sold, $125,000; 
selling expense, $25,000. 

Required. — Trial balance before closing. 

(Prom Ameriean Institute Examinaiiotu) 
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Gkk^ C — MiBcelUneoaa — ^Theoiy Questions 
T-l« 

The Insurance account as kept upon the books of the Good 
Merchandise Company is charged with the premiums paid on 
the following kinds of insurance: Fire Insurance on Buildings, 
Merchandise and Fixtures; Sprinkler Leakage; Employer's 
Guarantee Bond; Safe Burglary; Robbery and Hold Up; Auto- 
mobile Fire, Theft, and Liability; General Liability; Elevator 
Liability; Steam Boiler; Tornado; Plate Glass; Use and Occu- 
pancy; Insurance on Officers' Lives. 

You are asked to indicate the proper treatment to be given 
each of the above items; i. e., indicate the name of the account 
or accounts to which they Bhould be charged, give the adjusting 
entries, state the section of the profit and loss statement in which 
each would appear, etc. 

IWiteonHn C. P. A.) 



T-147 

The entire stock on hand of a mercantile concern is destroyed 
by fire. The financial books are saved. 

How would you ascertain the amount of loss to clum agwnst 
the insurance company? 

iUauaehutttta C. P. A.) 



T-148 

A fire occurred in the plant of A. C. Company, resulting in an 
estimated loss of $50,000, and settlement was made with the 
insurance companies on that basis. 

Upon receipt of check for $50,000 from the insurance com- 
panies, the treasurer of the company instructed the bookkeeper 
to credit the amount received to an Unexpended Fire Insurance 
Suspense account. All repairs and renewals together with all 
other expenses incident to the fire were charged by the treasurer's 
instructions to a Fire Repairs account. 
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After the work had been completed, this account, which then 
showed a total of $35,000, was closed into the account with 
Unexpended Fire Insurance Suspense. No disposition has been 
made of the credit balance of $15,000 remaining in sud account. 

Taking into consideration all of the facts as stated above, 
including the matter of Federal taxes, do you approve of the 
above method of handling the case? If not, what procedure 
would you recommend? 



T-149 

(a) Explain the method of quoting French exchange in U. S. 
money. 

(b) With reference to the above, explain the following phrase 
in a certain work on foreign exchange: "The h^er the rate, 
the lower the quotation." 

(c) What is the present rate of exchange on France? Give 
date used. 

(Sew York C. P. A.^ 



T.150 

A company in the manufacturing buunees has had an unusually 
profitable year due to large purchases of material made the 
previous year at a very low price. In reporting the earning for 
the year during which the contract was made and the year in 
which the material was received and consumed, would you con- 
sider any adjustments necessary in view of the above? Answer 
fuUy. 

{North Carolina C. P. A,) 



Assuming an automobile manufacturing company made a 
contract for rubber tires at $35 each with the understanding that 
it was to receive a rebate of $5 a tire if the purchases exceeded 
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40,000 tires and that at the end of the season when the accounts 
were made up, say on July 31, it was found that 45,000 tires 
had been purchased and a claim for the rebates was thereupoo 
made and a check in settlement was received on August 31 
following. On July 31 there were 15,000 tires on hand. At 
what price should they be valued for inventory purposes and 
how should the rebate be dealt with in the accounts for the year 
ending July 31 ? 

(/Utnow C. P. A.) 



T-152 

At the date of closing two contracts are in haod and uncom- 
pleted; one for $1,200, estimated to cost $900, is three-quartera 
finished and is already charged to customer at $1,200; the other 
is $2,000, estimated to cost $1,500, is half finished, and no entry 
has been made therefor. Suggest entries necessary to adjust 
these accounta bo that anticipation of profits will not occur. 

(.New York C. P. A.) 



T-153 

At the time of taking inventories and closing its accounts, 
preparatory to ascertaining its financial condition, a corporation 
has obligations under contracts to pay for raw materials to arrive, 
on which no payments have been made. At the time of closing 
the accounts, the prices of the contracts are in excess of the market 
prices for deliveries corresponding with the contracts. State: 
(a) how this condition should be reported in the accounts and 
statement of financial condition, and (b) your reasons. 



An ice company sells coupon books to its customers; the 
coupons are to be used in paying for ice delivered. These 
coupon books are paid for in advance by the customers. What 
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accounts should be opened on the cotnpaay'a books to record 
such transactioDs and how ahould the sale of coupons and de- 
liveries of ice appear therein? 

(Wwoimn C. P. A.) 



T-155 

Give some principles to determine a proper disposition of the 
cost of enlarging a plant including a partial re-building of the 
old portion. 

In case you have insufficient data to enable you to apply these 
principles satisfactorily, offer some solution of the difficulty. 
(Ain«rican ItutituU) 



T-156 

In a certain department of a large dry-goods house purchases 
for a year were $30,000. They were in the first place marked up 
for "selling" purposes to $45,000. Later additional niark-upa 
amounting to $2,000 were made and mark-downs were also 
recorded aggregating $5,000. At the end of the fiscal period 
there were found to be on band goods of the marked selling value 
of $10,000. State how you would ascertain their inventory 
value for the purpose of closing the books and calculate the 
amount. Explain fully. 

lAmtriean IittHtuU) 



T-1S7 

DeHne and differentiate the following kinds of accounts: 

(a) Real and Nominal. 

(b) Personal and Impersonal 

(c) Current and Summary. 

(d) Controlling and Specific. 

(Michigan C. P. A.) 
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T-158 

(a) What difFerent methods should be employed in books of 
accomit for keeping track of notes endoreed for accommodation 
and notes endorsed in the regular order of businesG? 

(b) How would you indicate in books of account the contingent 
liability arising in each case? 

(Michigm C. P. A.) 



T-1S9 

A company packs a coupon in each box of goods sold. The 
company agrees to redeem 100 coupons with premiums costing 
$1 apiece. 25% of the coupons are never presented for redemp- 
tion. 

Prepare sample journal entries for the bookkeeper to follow 
which will ^ve the last of each month the expense for the month 
of the coupons ^ven out, the amount of premiums on hand, and 
the gross and net liability for outstanding coupons, and state 
briefly how these entries will produce the result wanted. 

{MagsadiiuielU C. P. A.) 



T-160 

A manufactumg company ships its products in packages cost- 
ing 7Hi each. They are charged to customer at lOfi each but 
subject to credit when returned in good order at same price as 
charged. At close of year. Package account shows an apparent 
gain, being the difference between cost of package and amount of 
contingent sales. What disposition should be made of the 
ledger gain at close of year? 

(Micfttjan C. P. A.) 



A milk company sells to its customers strips of tickets which 
are good in payment of the milk delivered to them. These 
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tickets are paid for in adv&nce by the customers. What accounts 
would you expect to find on the books and how should the entries 
be handled showing the transactions of the sales of tickets and 
the deliveries of milk? 

{MichiQan C. P. A.) 



T-162 

Where land is donated to a manufacturing concern under 
conditions requiring a number of years for their fulfillment, how 
would jrou treat the transaction on the books of the donee? 

(Ohio C. P. A.) 



T-1G3 

In some trades it is customary to deduct cash discounts from 
invoices before taking the same into the accounts. What is 
the theoretical objection, if any, to so doing? 

(OAw C. P. A.) 



T-164 

A concern leases certain premises for a long term and makes 
extenwve- alterations and additions at its own expense. How 
would you treat such expenditures in the accounts? 

(OWo C. p. A.) 



T-16S 

Explain the purpose and manner of keeping a private ledger 
as a part of the financial books of a corporation or firm and bow 
the entries on same should be handled on the general ledger. 
Explain fully. 

(Maryland C. P. A.) 
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Account: 

advanceg to sundry consiKnori, 

39a 
altering &nd trimming depart- 

f unction of, 138 
how treated in profit and loaa 
statement, 140 
amounts due from consigneee, 

138 
bonus, 248 
bonus to department managera 

and salesmen, 148 
branch office, 389 

building and construction, 264 
cash, cashier's shortage, how 

treated, 1B3 
consigned goods, 377 
consignments, 377, 380, 407 
fire loss adjustment, 401, 402, 

407 
foimube, trade-marks, and pat- 

enU, 255 
goods in bands of consignees, 

138 
home office, 380 
joint adventure, 381 
joint consignment, 382 
premium paid for leasehold, 

how treated, 103 
profit and loss in liquidation, 

aS8, 289 
realization and liquidation, 368 
royalty, how treated, 193 
sale of stock rights, 267 
sundry consignors' sales, 395 
surplus credit, 344 



Account : 

suspense, 409 
vendore' stock, 292 
waste sales, how treated in 
profit and loss statement, 
197 
Accounts : 

customers', discounted, 410 
payable, estimated discounts 



, 195 

receivable for account of sun- 
dry consignors, 395 
Adjusting entries: 
illustrations : 
partuemhip. Hall and Mar- 
vin, 20 
Adjustments : 

balance sheet, 341. 
capital, 357 
effects of, 338 
general, 338 
surplus, 338 
American Bankers' Association: 

illustrative form for credit pur- 
firm or individual, manufac- 
turer or merchant, 64, 05 
corporation, 66, 07 
American Hide and Leather Com- 
peiny and Subsidiaries: 
consolidated balance sheet, 58, 
59 
American International Corpora- 
condensed balance sheet, 52 
condensed income account, 53 
American Locomotive Company: 
condensed income account, 90 
consolidated balance sheet, 91. 
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Arlington Researclk Club: 

statement of cash receipts and 
diaburHementa, 68 
AmericBn Writing Paper Ckimpany: 
baJance sheet, 76 
profit and lom atatement, 77 
eurplua account, 70 
Atchison, Topeka, and Santa Fe 
Railway Company — Sys- 
tem: 
balance sheet, 93, 94 
income account, 95 

form of report, 118, 119, 120 



Balance sheet: 
grouping, 9 
beading, 9 
illustrations : 
a Maasachusetta trust com- 
pany, 112, 113 
Boston City Oub. 107, 108 
comparative : 
The Boston Dry Goods 
Company, M, 65 
consolidated : 

American Hide and Leather 
Company and Subsidiary 
Companies, 58, 59 
American Locomotive Com- 

pany, 91 
Northern State Power Com- 
pany of Delaware and 
Subsidiaiice, 96, 97 
The Willys-Overland Com- 
pany and Subsidiary Com- 
panies, 78, 79 
United States Steel Corpo- 
ration, 82, S3, 84, 85 
Westinghouae Electric and 
Manufacturing Company, 
80 
double account form: 
Royal MaDufacturing Com- 
pany, 60 



Balance sheet: 
illuatrationa: 
English form, 63, 63 
Federal Reserve Board, form 

recommended by, 70, 71 
Mutual Insurance Company, 

109 
National Bank, 111 
Necdham Co-operative Bank, 

115 
Newton Mercantile Com- 
pany, 121 
The Atchison, Topeka, and 
Santa Fe Railway Com- 
pany—System, 93. 94 
University of Chicago, 99, 100 
report form: 
George W. Dunn, 8 
indentation, 9 
punctuation, 9 
underlining, 9 
Dank statements: 
balance sheet: 
a Massachusetts trust com- 
pany, 112, 113 
national bank. 111 
Needham Co-operative Bank, 
115 
statement of condition: 

a Msasaehusetta aavingsbank, 
112, 113 
Bibti<%raphy : 

consignmeuta and joint ven- 
tures, 309 



corporations, 
depreciation. 






financial statements, 240, 241 
miscellaneous, 419 
partnerships, 377 
Bond: 

issue, 259, 260 

premium and discount, 250, 260 

convertible, 288 
intercat on, 260 
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problems, Nos. 115-123, 31*-318 

"taken down," 317 

theoiy queetions, Nos. T-87 to 

T-98, 319-321 
Boston City Club: 

balance sheet, 107, 108 
comparative department oper- 

Bting statement, 106 
comparative profit and loea 

statement, 105 
Branch houaee, selling agencies: 
branch office account, 387 
home office account, 387 
problems, Noa. 180-189, 387-396 
theory questions, Noe. T-141 to 

T-145, 397-399 
Building contract, 271 



Capital stock: 

increase of, 288 
adjusted, 357 
Cashier's shortage, how treated, 193 
Certificate of condition : 

form of, 73, 74, 75 
Closing entries: 

illustrative forms: 
corporation. The Harinon- 

Streeter Company, 35, 36 
manufacturing, Model Matiu- 
facturing Company, 42, 43 
partnership, Hall and Mar- 
vin, 29 
sole proprietOTship, George 
W. Dunn, 15, 16, 17 
Commission house accounting, 395 
Consignmente, joint ventures: 

problems, Nos. 170-179, 377-384 
theory questions, Nos. T-136 to 
T-140, 385-386 
Contingent asset, 264 
Contracts: 

anticipating profits on, 156 



EX 423 

Corporation statements, etc.: 

entries changing from partner- 
ship, 250, 251 
illustrative forms: 
balance sheet: 

American Hide and Leather 
Company, consolidated, 
58, 59 

American International Cor- 
poration, condensed, 52 

American Locomotive Com- 
pany, 91, 92 

American Writing Paper 
Company, consolidated, 76 

Model Manufacturing Com- 
pany, account form, 30 

Ro3^ Manufacturing Com- 
pany, account form, 60, 61 

The Atchison, Topeka, and 
Santa Fe Railway Com- 
pany—System, 93, 94 

The Boeton Dty Goods 
Company, 54, 65 

The Harmon-Streeter C-om- 
pany, account form, 30,31 

The WillyH-Overland Com- 
pany and Subsidiary Com- 
panies, 7S, 79 

U. S. Steel Corporation, con- 
solidated, 82, 83, 84, 85 

Westinghouse Electric and 
Manufacturing Company, 
80 
certificate of condition, to be 

filed by Massachusetta cor- 
porations, 73, 74, 75 
closing journal entries, 35, 36 

Model Manufacturing Com- 
pany, 42, 43 
income account: 

American International Coi> 
poration, condensed, 53 

American Writing Paper 
Company, 77 

The Atchison, Topeka, and 
Santa Fe Railway Comr 
pany— System, 95 
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424 mi 

Corporation statements, etc.: 
illuatnitive forma: 
income atatement, compara- 
tive: 
The BoBton Dry Goods 
Company, 66, 67 
profit and loss statement : 
report form, Model Manu- 
facturing Company, 40 
variation, report form, The 
Harmon - Streeter Com- 
pany, 33 
statement of coet of goods 
manufactured : 
Model Manufacturing Com- 
pany, 41 
supporting echedules: 
analysia of coet of goods 
manufactured, The Oaks 
Manufacturing Company, 
44 
analysis of cost of goods 
sold. The Craley Furni- 
ture Company, depart- 
mental, 46 
analysis of operating ex- 
penses. The Copley Man- 
ufacturing Company, 47 
analysis of surplus, 49 
comparative analysis of 
operating expenses: 
The Boston Dry Goods 
Company, 50, 61 
surplus account, American 
Writing Paper Company, 7S 
trial balance. Model Manu- 
facturing Company, 37, 38 
problems : 
amalgamations and menders, 

Nofl. 104-107, 290-295 
bonds and sinking funds, Nos. 

1I&-I23, 314-318 
changing a partnership to a 
corporation, Nos. 77-83, 



Corporation statemento, etc.: 
problems: 

corporate bond issues, Noe. 
84-87, 250-360 

general, Noe. 88-101, 261-274 

holding companies and con- 
solidations, Mos. 1 08-114, 
296-300 

liquidation, Noe. 102-103, 
287-289 

openii^ the books of a new 
corporution, Noe. 03-76, 
241^149 

statements, Nos. 10-lS, li9-^ 
ISO 
theory questions: 

corporate stock issues, Nos. 
T-19 to T-ei, 279-283 

dividends, Nos, T-63 to T-72, 
2S4-2S6 

general, Noe. T-36 to T-18, 
276-278 

holding companies and con- 
solidations, Noe. T-73 to 
T-86, 31(^313 



Debts: 

intercompany, elimination of, 
207 
Depreciation and reserves: 
figuring of, 328, 330 
prd3lems, Nos. 124-134, 32&-333 
theory questions, Nos. T-09 to 
T-113, 333-337 
Discoimting accounts receivable, 

410 
Dividends : 

cumulative, in arrears, 270 
effect of profits on, 249 
Dunn, George W.: 

balance sheet, report form, 8, 

9, 10 
closing entries, 16, 16, 17 
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Dunn, George W.: 

profit Euid loss Btatement, 11, 12, 

13, 14 
trial baltmce, 6 



capitaliEatioD during construo- 
tioQ period, 287 

claeeification of, 13 
departmental, emnmajited anal- 

yeiB of, 60, 51 
oigaaizatioa, 264, 285 



Federal Reserve Board: 

balance sheet, recommended by, 

70,71 
profit and lose statement, rec- 
ommended by, 72 
Financial statements and reports: 
abbreviatiomi, 4 
capitalication, 4 
divisions of financial state- 
ment, 5 
form of balance sheet, S 
grouping of itema, 4 
illuatrative forms: 
audit report, 118-120 
banking, 64-67, 111-115 
certificate of condition, 73, 

74. 76 
condensed statements, 88, 89, 

03,94,95 
consolidations, 78-87, 91, 92, 

96,97, 98 
corporation, 30-67, 76-77 
English form of balance 

sheet, 62, 63 
Federal Reserve Board, rec- 
ommended by, 70, 71, 72 
partnership, 18-29, 121, 123 
manufacturing, 39-60 
special types: 
Arlington Research Club, 68 



Financial statement and reports: 
illustrative forma: 
special types: 
Boston City Club, 106, 108 
The Mutual Insurance Com- 
pany, 109, 110 
University of Chicago, 99- 
104 
sole proprietorship, 6-17 
indentations, 4 
punctuation, 4 



analysis and interpretation of 

financial statements, Nos. 

45-62, 202-228 
corporation, Nos. 1(^16, 149- 

159 
manufacturii^, Nos. 17-2S, 

160-176 
partnership, Nos, 6-9, 136-148 
singie entry records, Nos. 26- 

34, 176-185 
single proprietotship, Noe. 

1-4, 127-135 
special types, Nos. 36-44, 186- 

201 
technique, importance of, 3 
theory questions, Nos, T-I to 

T-30, 229-236 
Freehold property, 271 



Hall and Marvin: 

adjusting journal entries, 20, 21 
balance sheet, accoimt form, 30, 

31, 32 
balance sheet, report form, van- 

ation, 25. 28 
closing journal entries, 29 
profit and loss statement, 27,28 
trial balance, 18, 10 
working sheet, 22, 23, 24 
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426 IND 

Holding cotnp&niei and consotida- 

illustrative ionna of statements, 
58, 69, 78-85, 88, 89, 91, 92 

merger of, 309 

problems, Noe. 108-IM, 290-309 

theory questiona, Nos. T-73 to 
T-86, 310-313 



Income: 

illustrative accounts and state- 
men ta: 
American Locomotive Com- 
pany, 90 
Northern States Power Com- 
pany of Delaware and Sub- 
eidioriee, 96 
U. 8. Steel Corpomtion, 80, 87 
The Atchison, Topeka, and 
Santa Fe lUilway Com- 
pany — System, 95 
The Mutual Insurance Com- 
pany, 110 
Installments: 

diEtributioQ of, 303 
LquidatioQ by, 361 
Insurance : 

coinaurance clause, 401 
Inter-company account, 297, 301 
Interest : 

collected in advance on notes 
receivable, how treated, 131 



Joint ventures, consignmente: 

problems, Noa. 170-179, 377-384 
theory questions, Nos. T-136 to 
T-140, 385-386 



liquidation : 

by installments, 361 



liquidation : 

distribution of proceeds of, 288, 



installments, distribution of, 3S2 
of partnership, 358, 359, 360 



Manufacturii^ statements, etc.: 
illustrative forms: 
balance sheet: 

account form. Model Manu- 
facturing Company, 39 
double account form, Royal 
Manufacturing Company, 
60, 61 
closing journal entries. Model 
Manufacturing Company, 
42, 43 
profit and loes statement. 
Model Manufacturing Com- 
pany, 40 
statement of cost of goods 
manufactured. Model Manu- 
facturing Company, 41 
supporting schedules: 

see "supporting schedules" 
under "corporation" 
problems: 
Nos. 17-25, lflO-175 
Merger, 294, 295, 300 
Miscellaneous: 

lire loss and insurance ad- 
justment, Nos. 190-199, 401, 
408 
suspense items and adjust- 
ments, Noe. 200-20*, 409- 
412 
theory questiona, Noe. T-UO to 
T-165, 413-418 
Model Manufacturing Company: 
balance sheet, 39 
closing journal entries, 42, 43 
profit and loss statement, 40 
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Model Manufacturiag Company: 
statement of coat of goods 

manufactured, 41 
trial balance, 37, 38 

N 

KationaJ bank: 

balance sheet, 111 
Newton Mercantile Company: 
balance sheet, 121 
estimated cash or credit re- 
quirements, 123 
profit and loss statement, 122 
Northern States Power Company: 
consolidated balance sheet, 96, 

97 
consolidated income account, 
98. 99 
Notes receivable discounted: 

how treated on balance sheet, 



Partnerehip : 

buying an interest, 361, 3^ 
changing to corporation, entries, 

250, 251 
contributing to, 353, 3S6 
illustrative forms: 
adjusting journal entries. Hall 

and Marvin, 20 
balance sheet, Hall and Mar- 

vin, 25 
closing journal entries, Hall 

and Marvin, 29 
profit and loss statement. 

Hall and Marvin, 27 
trial balance, Hall and Mar- 
vin. 18 
liquidation of, 358, 359, 3G0 

admission of a partner, Nos. 

141-151, 351-357 
dissolution of partnership, 

Nos, 152-165, 358-3eS0 



EX 427 

Partnership : 
problems: 
liquidation by instBllmenU, 

Noe. 156-162, 361-366 
miscellaneous, Noe. 163-160, 

367-373 
statements, Noa. 5-9, 136-148 
selling an interest, 352, 363 
theory questions, Noa. T-126 to 

T-135, 372-374 
transfer of interest, 356 
Potential loss, 362 
Profit and loss statement : 
classification c 
grouping, 12 
heading. 12 
illustrative forms: 
comparative, Boston City 

Qlub, 106 
condensed, U. S. Steel Cor- 
poration, 88, 89 
consolidated, Westinghouse 
Electric and Manufacturing 
Company and its Proprie- 
tary Companies, 81 
corporation: 
Harmon-Streeter Company, 

33 
Model Manufacturing Com- 
pany, 40 
Federal Reserve Board, rec- 
ommended by, 72 
partnership : 
Hall and Marvin, 27 
Newton Mercantile Com- 
pany, 122 
sole proprietorship, Geoi^ 
W. Dunn, 11 
indentation, 13 
punctuation, 12 
underlining, 12 

variation in form of goods sold 
section, 13 



Real estate: 

appreciation, how treated, 146 
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Reoliution and liquidatioo: 
account, 370 

loea on liquidation, how found. 
370 
Beco&ciliation et&tement, 341 
Replacements, 330 
Beservea, depredation, and surplus: 
not carried on books, 127, 120 
problems. Nob. 124-134, 32S-332 
shown as deductions from cor- 
relative asset accounts, 30 
theory questions, Noe. T-d9 to 
T-1I3, 333-337; T-IH to 
T-125, 345-348 
"Rights": 

calculation of theoretical value, 
267, 208 
Royal Manufacturing Company: 
balance sheet, 60, 61 



Selling agencies; 

problems, Nos. 180-18S, 387-396 
Single entry records; 

changing to double entry, 179 
problems on financial state- 
ment, prepared from, Nos. 
26-34, 176-18fi 
theory queatiorts, Nos. T-31 to 
T-35, 237 
Sinking funds: 

problems, Nos. 115-123, 314-318 
theory questions. Noe. T-S7 to 
T-«8, 319-321 
Sole proprietorship: 
illustrative forms: 
balance sheet, George W. 

Dunn, 6 
profit and loss statement, 

George W. Dunn, 11 
trial balance, George W. 
Dunn, 6 
problems, Nos. 1-4, 127-135 



Statements, special types: 
illustrative forms: 
comparative department oper- 
ating, Boston City CHub, 
106 
condition, a Massachusetts 

savings bank, 114 
receipts and expenditures. 
University of Chicago, 101, 
102, 103, 104 
problems, Nos. 35-44, 186-201 
Stock: 

book value: 
how found, 202 
excess over purchase price. 



capital, increase of, 268 
defaulting subscribeis to, 273, 

274 
donated, sale of, 24S, 247, 253 
fluctuation, in market value, 

how treated, 146 
installment, 264, 273 
inter-company, elimination of, 

301 
minority interest, 301 
no par value, on books, 243 
on allotment, how handled, 246 
sale at public auction, 273 
subscribed, to be paid later, 

how treated, 243 
unpaid subscriptions, realiring 

upon, 274 
vendors', 292 
Supporting schedules: 

aikalyaia of cost of goods manu- 
factured, The Oaks Manu- 
facturing Company, 44 
analysis of cost of goods sold, 
departmental. The Craley 
Furniture Company, 46 
analj^ of operating expenses. 
The Copley Manufacturing 
Company, 47 
analysis of surplus account, 49 
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Supporting schedules: 

comparative snaljraia of oper- 
ating expenses, The Boston ' 
Dry Goods Company, 50, 51 
Sutplus: 

adjustmenta and analysis: 
problems, Nos. 135-140, 33»- 
344 
analygia for tax purposes, 344 
theory quecrtions, Nos. T-114 to 
T-125, 345-348 
Suspense account, 409 



The Boston Dry Goods Company: 
balance sheet, comparative, 54, 

55 
income statement, comparative, 
56, 67 
The Etarmon-Streeter Company: 
closng joumal entries, 35, 30 
profit and loss statement, re- 
port form, 33, 34 
The Mutual Life Insurance Com- 
pany: 
balance sheet, 109 
statement of income, 110 
The Oaks Manufacturii^ Com- 
pany: 
analysis of cost of goods moni^ 
factured, «, 46 
The Willys-Overland Company: 
balance sheet, 78, 78 



Uniform systems for trade associa- 
tions: 

list of those who have adapted 
such, llfl, 117 
United States Steel Corporation: 

condensed profit and low ac- 
count, 88, 80 

consolidated balance sheet, 82, 
83, 84, 85 

consolidated income account, 
8e, 87 
University of Chicago: 

balance sheet, DO, 100 

statement of receipts and ex- 
penditures, 101, lOe, 103, 
104 



Vendors' stock, 202 



Westinghouse Electric and Manu- 
facturing Company: 
consolidated balance sheet, 80 
consolidated statement of in- 
come and profit and loss, 81 
Working (dieet: 

illustration, 22, 23, 24 



)vGoo'^lc 



„Gooi^lc 



„Gooi^lc 



„Gooi^lc 



„Gooi^lc 



THU BOOK 18 DUB OH THS UUT DATS 
BTAKFED BELOW 

AN INITIAL FINE OF 25 CENTS 

WILL ■■ AMBMKD roR FAILURI TO RmjRN 
THIS BOOK ON THK DATK DUE. TMK PENALTY 
WILL INCRKABX TO SO CENTS ON THE FOURTH 
DAY AND TO St.OO ON THK SEVENTH DAY 
OVRRDUK. 



SEP 6 1933 
MAr SMS 

m 9 ^«^ 



FEB 5 1945 



70cV55ECl 



LD Sl-SOm-1,'88 






„Gooi^lc 



